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CONCEPT THE TOOLS- 


Here’s outlook for taxes pace 2 

Business faces major test in Congress race; 
New.way to spot leaders race 2 

Five trends shape business future ence 2s 





The world’s first 
bronze building 
rises on Park Avenue 


Architectural Bronze will add warmth 
and color to the Seagram Building—and 
will mellow gracefully through the years 


SECTION OF a 26-foot 
long extruded architec- 
tural bronze I-shaped 
mullion. Such shapes 
will extend full height 
of building at about 
4%-foot horizontal 


Messive walls are giving way to lightweight 
“curtains” of glass and metals. In the new 38- 
story Seagram Building now rising on Park Ave- 
nue in New York City, warm, enduring bronze is 
used for the first time in this way. 


Large extrusions of architectural bronze will 
stand out from the walls, creating long, sharp 
shadows which will give the building clean ver- 
tical accents. With these and smaller extrusions 
and rolled sheet bronze spandrels, a special 
arrangement of parts was designed for assem- 
bling a setting for the floor-to-ceiling windows. 


How Anaconda Helped. Heretofore, architectural 
bronze extrusions were limited commercially to 
those whose cross-section would fit in a 6-inch 
circle. The new I-shaped mullions are much 
larger. Working with the architects and the archi- 
tectural metals fabricator, Anaconda’s American 
Brass Company studied the extrusion problem, 
found the answer. Now, as principal supplier, 
American Brass—with specially designed dies and 
its big, modern extrusion equipment—is produc- 
ing large quantities of the I-shaped mullion and 
the many other extrusions required. 


This manufacturing “‘first” is typical of the way 
in which Anaconda and its manufacturing com- 
panies—Anaconda Wire & C able Company and 
The American Brass Company—are helping in- 
dustry adapt nonferrous metals to new fabricat- 
ing and manufacturing problems. For help with 
your specific metal problems, see the Man from 
Anaconda. The Anaconda Company, 25 Broad- 
way, New York 4, N. Y. 56253 REV. 


Illustration at right shows scale model. Architects: Mies van 
der Rohe and Philip Johnson. Associate Architects: Kahn & 
Jacobs. General Contractor: George A. Fuller Company. 
Architectural Metals Fabricator: General Bronze Corp. 


ANACONDA 


THE AMERICAN BRASS COMPANY 
ANACONDA WIRE & CABLE COMPANY 
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How soon can you deliver? 


Have you service 
facilities in this area? 





Will thep 
: e 
in Shippingr® “Y delay 


BY TELEPHONE 


It’s quick and economical 





When you get an inquiry from out-of-town, reach for 
your telephone. That way you get to the prospect LONG DISTANCE RATES ARE LOW 
before competitors—while he’s still interested. You Daytime Station-to-Station Calls 


° ° ° ° Fi Each 
can answer his questions, write the order quickly, ddan 


For example: ; i 
personally. Pp Minutes Minute 


Cleveland to Detroit 55¢ 15¢ 
A popular idea. A profitable one, too. Why not Rutisie to Masten $110 30¢ 


try it yourself? Washington, D.C., 

to Indianapolis $125 35¢ 
BELL TELEPHONE SYSTEM f/ Dallas to Chicago $150 40¢ 
Call by Number. It’s Twice as Fast. " Add 10% Federal Excise Tax 




















Late shipping lost Dan lots of dough and what's more Now debonair Dan ships with poise and finesse 


He developed neuroses— in fact, he got sore! Using swift, economical RAILWAY EXPRESS! 


pt ee ee ee eee meee ee ee ee eee ee ee ee SSeS eee eee eee 


How to quiet “Shipping Nerves’! 


Beware of shipping “bargains”! If you're paying extra 
for pickups, deliveries, insurance, or unnecessary bookkeeping — 


chances are your shipping dollar's being taken for a ride. 





When you ship by Rail or Air Express, you pay one fixed charge 
from pickup to delivery, within vehicle area limits. That's all! : 
No hidden costs or extra charges. No confusion NA LWw x 
or added paper work. It's always a real buy—swift, L 
dependable and complete. And Railway Express EXPRE S a4 
serves some 23,000 American communities. What's more, ? E ‘| Gc. 
you can speed shipments almost anywhere in the world 


through the international service of Railway Express. 


The big difference is 
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YOUR 
RAILROAD TICKET 








You still pay these 
“temporary” 


wartime taxes 





During World War II, Congress levied special 
taxes on the passenger fares and the freight 
charges paid to railroads and other forms of 
public for-hire transportation. One reason for 
these special taxes was to discourage the use of 
these transportation facilities in wartime. 


The war ended more than ten years ago but 
these taxes go on—and on. They still add an 
extra 10 per cent to the passenger fares you 
pay, and they add 8 per cent to the freight 
charges on everything that moves by public car- 
riers such as railroads. 

The reason for these “temporary” wartime 
taxes vanished long ago. But they are still dis- 
couraging the use of our public transportation 
systems. And by so doing, these taxes are weak- 
ening our public carriers — essential to peace- 
time commerce and vital to national defense. 


These discriminatory and burdensome taxes 
should be repealed — now! 
ASSOCIATION OF 
AMERICAN RAILROADS 


WASHINGTON, D. C. 
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H“* the world is half asleep! Men who could be making twice their present 
salaries are coasting along, hoping for promotions but doing nothing to 
bring themselves forcefully to the attention of management. 

They’re wasting the most fruitful years of their business lives... throwing away 
thousands of dollars they may never be able to make up. And, oddly enough, 
they don’t realize—even remotely—the tragic consequences of their failure to 
forge ahead while time is still on their side. 


These are the men who are unknowingly headed for the frustrations and the 


disappointments of mediocrity. They'll go part way up the ladder and down again -\ = 
by the time they’re fifty years old. They'll be executive material in their twenties f= a hee a a a ce en cee 
and thirties—and clerks in their fifties. They’ll have high hopes for themselves 


‘ wae x : : *~aRP ALEXANDER HAMILTON INSTITUTE 
and their families while they’re young; but only struggling, skimping and regret 


later on when their earning power should be at its height. 


Send for Your Free Copy of “Forging Ahead in Business” 


If you want to discover how to succeed while you are still young—if you want 
to avoid the heartbreak of failure in Jater years—send today for “Forging Ahead 
in Business” ... one of the most practical and realistic booklets ever written on 
the problems of personal advancement. 


Dept 517, 71 W. 23rd Street, New York 10, N. Y. 
In Canada: 57 Bloor St., W., Toronto, Ontario, Canada 


Please Mail Me, Without Cost, a Copy of Your 48-Page Book — 


“FORGING AHEAD IN BUSINESS” 








Here you will find—not a “pep talk,” not an academic lecture—but cold, hard 
facts on how to improve your position and increase your income. You will be 
told what the qualifications of an executive are in today’s competitive market ... 
what you must know to make $15,000, $20,000 or more a year... what you must 
do to accumulate this knowledge. 


Firm Name. 





Business Address 





Position 





“Forging Ahead in Business” was written for mature, ambitious men who seri- 
ously want to get down to bed-rock in their thinking about their business future. 
If you feel it is meant for you, simply fill in and return this coupon. Your com- 
plimentary copy will be mailed to you promptly. 
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he’ll need 26,000,000 gallons of water! 


Every 714 seconds another child is born! 
By 1975, 221 millions of us will need water. To drink, bathe in, 
make and process our goods, grow our food... 
26 million gallons apiece during each lifetime! Yet even now 
many parts of the nation face critical water shortages. 
Any wonder water officials are worried and ask your help in 
assuring the nation’s future water supply? Do your part. 

1. Encourage future water planning. 

2. Support realistic water rates and water supply 

bond issues. 


3. Conserve water wherever you can. 


Without water, what? 


CAST IRON PIPE =m 


RESEARCH ASSOCIATI|! O N 122 SOUTH MICHIGAN AVENUE, CHICAGO 3, ILLINOIS 





PROOF POSITIVE 
Cast Iron Pipe 
Saves You Tax Dollars 


Still in service, this cast iron water main 
laid in Sacramento, Cal. over a hundred 
years ago is still piping water. This is 
typical of many century old cast iron 
water and gas mains now serving 
throughout America. 

Small wonder that where long life, de- 
pendability and economy are “musts,” 
water officials prefer cast iron pipe .. . 
No. 1 Tax Saver! 
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FREE ENTERPRISE FACES MAJOR TEST in 





management's WASHINGTON LETTER 


Congress this year. 

Business, labor will make record push 
for legislation compatible with their 
views. 

Top labor strategists in capital 
admit AFL-CIO will hurl millions of 
dues dollars, cadres of talent into 
fight for laws sympathetic with union 
aims. 

They'll aim big guns at 14 issues. 

Businessmen define 15 top issues. 

Only one major business issue--wiping 
out portion of big postal deficit--is 
unopposed by AFL-CIO. 

Issues involve: 

Right to work, secondary boycott, 
foreign aid, Hoover Commission recom- 
mendations for government economy, 
taxes, spending, government housing, 
social taxes, government intervention 
in insurance, education, wage fixing, 
power, atomic energy, agriculture. 


BUSINESS--KNOWING FORCES of collectiv- 
ism are formidable--will launch new cam- 
paign this month. 

Spearhead will be Aircade of business 
leaders who will travel by airplane 
to 12 communities. 

They'll discuss crucial issues with 
local business leaders in all-day ses- 
sions. 

Group will be headed by U. S. Chamber 
President John S. Coleman, will include 
others knowledgeable on issues that'll 
influence your business. 


P HERE'S HANDY LIST of cities which 
business leaders will visit: 
Los Angeles, Feb. 4, Hotel Biltmore. 
Oakland, Calif., Feb. 5, Claremont Ho-= 
tel. 
Salt Lake City, Feb. 6, Utah Hotel. 
Seattle, Feb. 8, Olympic Hotel. 
Minneapolis, Feb. 11, Hotel Nicollet. 
Chicago, Feb. 15, Sheraton Hotel. 
Cincinnati, Feb. 14, Hotel Netherland-= 
Hilton. 
Dallas, Feb. 15, Hotel Statler. 
Atlanta, Feb. 18, Henry Grady Hotel. 
*Pittsburgh, Feb. 19, Webster Hall. 
Hartford, Feb. 20, Statler Hotel. 
Detroit, Feb. 28, Hotel Sheraton- 
Cadillac. 
Watch local papers for details in 
your city. 








CREDIT MEN PONDER BUYING, paying 
habits for tip on what's ahead. 

Latest survey on consumer spending 
plans--made by University of Michigan 
Survey Research Center--indicates: 

Consumers are still optimistic, satis- 
fied with their own financial situation, 
expect to spend freely in months ahead. 
Details on page 115. 

Next survey will be made in May-June, 
findings ready in July. 

Signs are pointing to possible buying 
binge. 

Consumer credit's rising but at slower 
pace. Customers are in paying-up phase 
of credit cycle. 

People have money--personal income's 
now highest ever, still going up. 

Personal saving's at rate of more than 
$21 billion a year, also highest ever. 


CONSUMER CREDIT STUDY by Federal Re- 
serve is expected to be out about mid- 
March. 

Most comprehensive credit analysis 
ever made, it'll be in 6 volumes. 

Study was begun last year at request 
of President Eisenhower. Its purpose: 

To learn more about consumer credit. 

Washington's wondering whether study 
will add new fuel to pressure for 
passage of stand-by credit controls. 

Spark that set off stand-by controls 
talk was credit-buying spree of 1955. 

To help you assess situation as debate 
unfolds, here's background on credit's 
growth: 

Total consumer credit outstanding in 
1939 was $7.2 billion. 

Today it's $40.6 billion. 

Related to personal income--what peo- 
ple have with which to pay debts--1939's 
credit was 9.9 per cent. 

Debt outstanding now is 12.35 per cent 
of personal income. 

Credit experts explain why installment 
plans are being used more today: 

Convenience is big factor, new uses 
for credit is another. 

Auto purchases account for large 
part of total outstanding. 

Currently Americans owe about $14.5 
billion on cars. Figure's about $1 bil- 
lion higher than year ago. 

Past year's increase in total credit 
outstanding: about $3.5 billion. 

Item: U. S. consumers have paid up 
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about $37 billion in 12 months. 
That's largest ever. 


PERSONAL INCOME'S AT NEW high annual 
rate: $333.6 billion. 

Figure's about $19 billion higher 
than year ago. 

In 1939 it was $72.9 billion. 


BILL COLLECTION INDEX shows healthy 
state of consumer finances. 

Index now's 107--was 99 three months 
ago. 

It's highest since base period 1952 
when index was started at 100. 

Meaning: Overdue bills are easier to 
collect. 

Index is compiled by American Collec- 
tors Association--with 2,000 member com- 
panies across the nation. 

Association studies also show: 

Average payment now is $13.62--up from 
$13 year ago. 

Repossessions: 

Less than 1 per cent. 


THERE'S ROOM FOR BIG BOOST in personal 
consumption expenditures in years ahead. 

Personal spending now equals about 64 
per cent of gross national product. 

Year ago it was 66 per cent. 

In 1939 it was 74 per cent. 

Situation's this: 

Government spending, gross private 
domestic investment are riSing, too, 
gobbling up larger percentage of GNP. 

Long-range projections being analyzed 
in Washington point to expected zoom of 
personal consumption to about $330 bil- 
lion--or more--within 5 years. 

That's an increase from $267 billion 
a year now. 


"YOU NEVER HAD IT SO GOOD." 

That's how Soviet economist on staff 
of Russian Embassy in Washington de- 
scribes U. S. economy. 

Remark was made at diplomatic recep= 
tion in nation's capital. 

Red economist commented further: 

"We know you are rich and getting 
richer all the time. We face facts 
as we find them." 


HIGHER TAX EXEMPTIONS? Not in '57. 
Rep. Wilbur Mills, key tax authority 
on Ways and Means Committee, says: 


"We'd love to raise personal exemp- 
tions from $600 to $800." 

But action would spur inflation, could 
take more away from people than tax cut 
would save. 

What changes are in store? 

Rep. Mills tells on page 32. 


THREE MEN WITH NEW JOBS in Washington 
will exert influence on you and your 
business. 

They're chairmen of powerful congres- 
Sional committees. 

All Democrats, they are: 

Sen. Theodore F. Green, 89, Foreign 
Relations Committee; a man known as an 
archliberal and an internationalist. 

Rep. Thomas S. Gordon, 62, House 
Foreign Affairs Committee; supports 
Administration on many foreign policy 
issues. 

Rep. Oren Harris, 52, House Commerce 
Committee; co-Sponsored natural gas 
bill to exempt producers from federal 
regulation. 

Note: Committee chairmen can swing 
votes in committees, push or delay 
bills, call meetings. 


WASHINGTON IS BUZZING with this ques- 
tion: 

Will U. S. lower bar on trade with 
Russia's European satellites? 

If so, how much? 

Export traffic in strategic goods is 
limited by Battle Act. 

But we do trade with communists in 
nonstrategic items. 

Exports to Red countries include: 

Tallow, grains, seed corn, wool rags, 
some machinery. 

Our imports include: 

Undressed furs, meats, benzene, 
fertilizers, glass and glass products. 

Talk of increasing trade with satel- 
lites is fired by official reaction to 
Hungary's revolt, feeling that Moscow's 
hold on satellites is melting. 

However, few see chance that Congress 
would relax Battle Act. 

General expectation is that U. S. farm 
surpluses will be offered. 

Watch for: Executive action to 
initiate trade with satellites in sur- 
plus commodities, reclassification by 
Commerce Department of some items now 
regarded as strategic. Meanwhile, 
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trade with communist bloc is rising. 
Imports are highest since 1951, ex- 
ports highest since 1950. 


PU. S. TRADE WITH CHINA--a trickle. 

Reason: 

U. S. embargo on shipments to, from 
Red China mainland. 

U. S. exports to China in 1955 came to 
only $3,000--and most of that was ac- 
counted for by delivery of an automobile 
to diplomatic post of friendly country. 

There were no exports in 1956, none in 
Sight for 1957. 

Imports of goods from China in 1956 
totaled about $98,000. 

Year ago they totaled $195,000--most 
of this goods originating in China but 
transShipped from other countries. 

What Chinese items does U. S. buy? 

Art objects, antiques, feathers (to 
line cold-weather gear for military), 
hog bristles (for paint brushes). 


UNION MEMBERS ARE BEGINNING to resist 
higher dues. 

Steel union officials face aggressive 
opposition for reelection for first time 
because of dues increase from $3 to $5 a 
month. 

Machinist union members defeated pro- 
posed dues increase of 70 cents a month, 
50 cents of which would have gone into 
$55 a week strike fund. 

Printers union members rejected a 
proposal to build $5 to $10 million 
Strike fund through increase in current 
assessment from % per cent of wages to 
1% per cent. 


YOU'VE HEARD OF GOVERNMENT enterprises 
that compete with private business. 

But have you heard of private enter- 
prises which compete with government 
business operations? 

American firm asked permission to sell 
ladies' made-to-measure clothing to 
wives of U. S. army personnel in Europe. 

Permission denied. 

Reason stated in letter: 

"Your firm would create competition 
for ready-to-wear apparel sold by post 
exchanges." 


BNEW SURVEY INDICATES what you'll have 
to offer to lure this year's engineering 
school graduates. 


Survey by Stanford Research Institute 
covers 3,433 electrical engineering 
graduates of 129 colleges. 

Here's what attracts graduates: 

1. Glamor jobs--Rated highest were 
activities related to computers, data 
processing, military equipment electron- 
ics, electronics in general. 

2. High starting pay--Lack of this in 
teaching profession is driving young en- 
gineers to industrial jobs. 

3. Training programs--Graduates look 
for opportunity to continue education. 

Other attractions: 

Opportunities for personal advancement, 
desirable geographical location of job. 

Fields rated as most attractive: 

Development, design engineering, ap- 
plication and planning engineering, 
research. 

Note: At time survey was completed 
more than half of the respondents al- 
ready had accepted jobs. 


GOVERNMENT'S GRIP on last synthetic 
rubber plant may end during this session 
of Congress. P 

Plant is U. S.-owned alcohol-butadiene 
plant at Louisville, Ky. 

Legislation for its sale will be 
pushed this session. 

If it's sold it will be 27th plant to 
pass from federal to private ownership. 

Sale of industries once owned by 
government means they become revenue 
tax-producers, instead of tax revenue 
users. 

Another example: Federal Barge Lines 
--sold by government to private interest 
in 1953. See page 40. 


LOOK FOR: Flood insurance to be ready 
by spring. Details are being worked out 
by new Federal Flood Indemnity Adminis- 
tPATIGN. .<.< 

Record number of trademarks to be 
registered in 1957. Past year's record: 
20,778, says U. S. Trademark Associa- 
tion. Compares to 18,212 in 1955 and 
15,939 in 1954....6 

National health survey to get under 
way soon. U. S. Public Health Service 
wants to know number, age, sex, occupa- 
tions of persons suffering from disease, 
injuries, medical care received, time 
lost from work, other economic effects 
of illness. 
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Planning service, sales 
or safety awards? 


Send for this FREE, 28-page 
booklet titled: 


“How tc Get the Most 
from an Employee 
Award Program” 


fla milton 
Awa td 
Watches 


@ Would you like to boost sales . 





. reduce lost- 
time accidents ... or cut employee turnover? 
This booklet can ‘help you do any of these. 

How?... by helping you plan and carry out 
a new program of employee incentives and 
recognition. 

Here are some of the useful facts you’ll find 
in its 28 pages: 


* what presidents of 1,000 leading com- 
panies report on their award programs 

%* what employee recognition means to you 

%* how to make the most of the award 
presentation 

%* the 4 steps of the Hamilton Award Plan 
(step-by-step outline of available ma- 
terial, promotional help, and_ expert 
guidance, based on our years of experi- 
ence working with hundreds of com- 
panies across the country) 

% why more watches are given for long 
term services than all other award gifts 
combined 

%* why more Hamiltons are awarded than 
all other makes of watches 


Write today for your free copy of this booklet... 
or just attach the coupon to your letterhead. 


| 
Hie 
J 


Dept. N-21 

Presentation Sales Division 
Hamitton Watcu Company 
Lancaster, Pa. 

O Please mail me a copy of your book- 
let, “How to Get the Most from an 
Employee Award Program.” 

My primary interest is in award programs 
for: 











O Service O Safety 
O Sales °. 
NAME TITLE 
COMPANY 
ADDRESS. 





ZONE STATE 





| CITY. 
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Letters from 
businessmen 


No favoritism 

In reading about your report on 
major legislative issues in the next 
Congress [January issue] I note you 
mention help to small business. Isn’t 
it about time we in America place 
everyone on the same taxable basis? 

I am talking about cooperatives 
with their favored tax setup. I will 
always believe that the co-ops should 
pay their taxes on the same basis as 
any other taxpaying business. I can 
see that there will not be any chance 
for small independent business, be- 
tween the co-op on one hand and the 
huge corporations on the other. I 
happen to believe that the huge cor- 
porations need a strong, healthy 
small business, otherwise in a few 
years I am convinced we will have 
socialism. 


MARK YOUNG, 
Mark Young Oil Company, 
Charles City, Ia. 


Some rain... . 


Please cancel my subscription and 
don’t burden down the mailman any- 
more. I looked at the first two issues 
and since then it has gone promptly 
into the wastebasket. Every article I 
looked at concerned big business, 
and by your standards we are micro- 
scopic. Only three people are em- 
ployed here and you consider any 
place hiring under 500 as very small. 
Why not sell your subscriptions to 
the large firms only? 

RAY BOBERG, 


R. W. Boberg & Co., 
La Crosse, Wis. 


some sunshine 

Our company is a regular sub- 
scriber and we enjoy the magazine 
very much. It seems that in every is- 
sue there are several articles which 
pertain directly to us and we have 
derived some excellent ideas from 
these articles. Unfortunately, we 
have misplaced our November issue 
in which there were several articles 
of unusual importance to us. Would 
you be kind enough to send us a 
copy? 
RAY E. HABERMANN, JR., 


F. H. Bathke Company, 
Saint Paul, Minn. 


Shorter worktime 

I fail to see the need for shorter 
hours for union employes, when 
about half those I know either are 
holding down two jobs or are run- 


ning a business on the side in com- 
petition with some other small busi- 
ness. Shorter hours in this part of 
the country are making fewer in- 
stead of more jobs. Thanks for your 
interest in small business. 

J.B. WHITTEN, 


Sherman, Tex. 


Management’s job 

The article “Management is a 3- 
Part Job,” which appeared in the 
December issue of NATION’S BUSI- 
NESS carried such a vital message 
that we are anxious for each member 
of our management team to have 
his personal copy. The attached 
check is in payment for 40 copies. 

R. F. BAKER, 


Mercury Division, 
Ford Motor Company, 
Wayne, Mich. 


Your current management series 
has filled a long-felt need. This is the 
third consecutive month in which we 
have ordered 100 or more reprints. 
Please send 100 of “Management is 
a 3-Part Job.” 


CHARLES J. PRANGE, 
Railway stom Agency. 
New York, N.Y. 


We certainly enjoyed it. Thank 
you for making such fine informa- 
tion available. 


R. L. WOODRUFF, 
Robert Palmer Corporation. 
Santa Barbara, Calif. 


This is an excellent addition to our 
kit of management tools. 


A. 8S. THOMPSON, 
Liberty Mutual, 
Pittsburgh, Pa. 


Goes for the store 

In each of your issues in the 
recent past, you have printed an ex- 
cellent article dealing with the gen- 
eral subject of effective manage- 
ment, its selection, training and de- 
velopment. I have hesitated to take 
the time and trouble to ask for a 
reprint on each individual issue. I 
am enclosing $1 and would appre- 
ciate your giving me one copy each 
of the last 10 articles that have 
appeared in your magazine on this 
general subject. 


R. M. BLOCHER, 
The Procter € Gamble Company, 
Cincinnati, Ohio 


What managers need 
The article in the January issue 


entitled “(Managers Need 3 Smart 
Teachers” is, in my opinion, an ex- 
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MUZAK Can Do So Much— 
for So Many Different 
Kinds of Business 


A Tennessee building supply com- 
pany found MuZAK in one depart- 
ment alone caused production in- 
creases worth $300 to $400 a month. 
MuZAK in factories lessens boredom 
of monotonous work, thereby cuts 
fatigue, absenteeism, turnover. 


A Mississippi power company re- 
ported that key punch production 
of its IBM operators hit an 11-year 
high only 2 months after MUZAK 
was installed. Offices find it reduces 
“noise fatigue” ... cuts down cler- 
ical errors and unnecessary conver- 
sation ... aids concentration. 


A Kansas bank cut bookkeeping 
errors 49% with Muzak. Many 
banks promote both office efficiency 
and customer good will by provid- 
ing Muzak for staff and public 
alike. 


A Long Island food market found 
that MuZzAK stimulates customers’ 
impulse buying. “‘Customer spend- 
ing more time in store — larger 
per-customer sale.” 


An Oklahoma hotel attempted its 
own music system, is now “‘extreme- 
ly happy” it switched to Muzak. It 
encourages guests to linger longer. 





*Muzak—Reg. U. S. Pat. Off. 





to manufacture of home style candies. There’s MUZAK in 
every department. 








\ 
| } 
} 
H 
J 
i 


MAKING WORK PLEASANT. Over 2,000 Loft employees are 


relieved of tension and fatigue by “Music-While- You-Work” 


by Muzak. 


ABSENTEEISM DOWN 7% 





PRODUCTION UP 9% 


..- through Relief of Worker Tension 


| peter ny Hel IT BE WONDERFUL if you 
could lessen tension — fatigue — care- 
lessness — unnecessary conversation — ab- 
senteeism — and turnover — among the 
workers in your factory, office, or plant 

. simply by pressing a button? 

With ‘‘music-while-you-work”’ by 
MuZAK, you can! Every morning, just a 
flick of a switch brings your company all 
these benefits and many more. 


Loft Candy Corporation, New York 
City, tried MUZAK in one department of 
their modern block-long candy kitchens — 
and found that it resulted in a 7% reduc- 
tion in absenteeism, and a 9% increase in 
average production. As a result, the man- 
agement extended the use of MUZAK 
throughout the building, and is now com- 
pleting plans for MUZAK in Loft offices. 


““MUZAK relieves tension,” says Miss Bessie 
Allen, Assistant to President and in Charge 
of Quality Control. “We have also noticed 
that turnover is less — MUZAK adds so much 
to the pleasantness of the working atmos- 
phere.” 


Ordinary music cannot ac- 
complish results like these. 
Twenty years of MUZAK re- 
search and development 
have established certain min- 
imum requirements for a suc- 
cessful work music system. 


YOU NEED A SPECIAL KIND OF 
MUSIC which is “heard but 
not listened to” which 
stimulates people without 
distracting them. MUZAK has 
its own exclusive $10,000,000 
treasury of custom created 
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MUZAK Corporation, Dept. 62 
229 Fourth Avenue, New York 3, N. Y. 


Please send me, without obligation, a free copy of “An Answer 
to Worker Tension.” 


These were the impressive results that convinced LOFT’S, the World’s Largest Candy Kitchen, 


they should install “Music-While- You-Work” by Muzak in Every Department 


non-distracting background music. 


YOU NEED SCIENTIFIC PROGRAMMING to suit the 
time of day, place, and type of work activity. 
Each MUZAK program is based on twenty 
years’ study of the psychological and physio- 
logical effects of music on people. 


YOU NEED “CONTROLLED DYNAMICS” to pene- 
trate noise barriers, mask out unwanted 
noise, without becoming distractingly loud — 
a technique which MUZAK has pioneered. 


YOU NEED A COMPLETELY AUTOMATIC SYSTEM 
which avoids the cost of assigning personnel 
to purchase and store records or tapes, de- 
termine schedules, operate and maintain 
equipment. MUZAK is transmitted automat- 
ically from MvuUzZAK studios in all principal 
cities. Spot installations available for trains, 
planes, ships, busses and remote locations. 


FREE—“An Answer to Worker Tension” 

Worker Tension may be costing your com- 
pany more than you, realize. 
Find out more about how 
work music can relieve work- 
er tension. Mail coupon for 
free booklet. No obligation. 


























MOVING TIP FOR BUSY EXECUTIVES: 


Mayflower’s Expert Attention 
Helps Keep Your Men On The Job 


Moving long-distance without a husband on hand to supervise 
could be a great ordeal to any wife. But when you employ Mayflower 
to handle the move—either for yourself or others in your company 
—each can go on ahead to the new job without delay, and without 
causing family hardship. That’s because Mayflower takes over the 
whole job. Mayflower men are so well trained, so thoroughly expe- 
rienced, and so completely equipped that nothing is left to chance. 
So call your local Mayflower agent next time you move yourself or 
have personnel to transfer. 


AERO MAYFLOWER TRANSIT COMPANY, INC. + INDIANAPOLIS 


AERO 


os Maytiowerg! 


NATION-WIDE 
FURNITURE MOVERS 

















cellent treatment of a very complex 
subject. I was therefore delighted to 
learn through the footnote at the 
end of the article that reprints are 
available. 

Enclosed is a check to cover 10 re- 
prints. Congratulations on this very 
fine article with the hope that you 
will maintain this standard in the 
year ahead. 

J. W. ROBINSON, 


Western Operations Coordinator, 
Leeds & Northrup Company, 
San Francisco, Calif 


Million, not billion 
In the current issue (Washington 
Letter, January) I noted this item: 
“Department (Post Office) probably 
will ask for $400 to $500 billion 
boost.” Perhaps closer checking of 
statistics would be in order. 
H. O. HENNCKSEN, 
Pittsburgh, Pa. 


Judging by the service the De- 
partment is giving, the $400 to $500 
billion would certainly not be too 
much. 

Morris M. KLING, 


Kling Company, 
Louisville, Ky. 


Perhaps this is mixed like the 
high school graduate’s letter in Mor- 
ley’s ‘“‘The State of the Nation.” 

S. L. GILL, 


Raymondville, Tex. 


You, like all Washington units, 
have been so used to quoting figures 
about which you have not the slight- 
est comprehension, that you are now 
getting the postal department into 
the multibillion dollar class. How 
about at least reading the copy be- 
fore you print it? 

W. J. CLYDE, 
Santa Barbara, Calif. 


The British way 

In your article in the December 
issue (State of the Nation) you give 
the impression that the British do 
not have a truly representative gov- 
ernment. 

Having lived there many years I 
do not altogether agree with you, 
since they work through a system of 
village, town or city government, 
and then county and so on, up to 
Parliament, whose members are di- 
rectly elected by the people. 

I consider their setup more sen- 
sitive to the wishes of the people 
than ours since the elected members 
are not placed in office for a set 
length of time but only for as long 
as they carry out the mandate of 
the electors. 

All national problems are handled 
from London which makes for uni- 
formity in laws, whereas we too 
often have different segments each 
acting in its own way. 

H. D. VANT, 


Monroe, Mich. 
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The exciting 
design in 
office furniture 
is being done 
with wood 


Businessmen who want their 9 to 5 surroundings 

as livable as their homes welcome today’s 

designs in warm, quiet wood. And executives 
who are aware of employee reactions are 

using wood’s ingrained individuality to promote 
efficiency, morale and public relations 

in the general office. Whether replacing old desks 
and chairs, or equipping new space, let your 
office furniture dealer demonstrate why it’s 
“better business to do it with friendly wood.” 


B 


BETTER OFFICES FOR BETTER BUSINESS 


WITH FRIENDLY WOOD 


OOD OFFICE FURNITURE INSTITUTE 


Alma Desk Company, High Point, N. C. « Boling Chair Company, 
Siler City, N. C. « Gregson Mfg. Company, Liberty, N. C. * Hoosier 
Desk Company, Jasper, Ind. « Imperial Desk Company, Evansville, 
Indiana Chair Company, Jasper, Ind. « Indiana Desk 
Company, Jasper, Ind. * Jasper Chair Company, Jasper, Ind. 
Jasper Desk Company, Jasper, Ind. »* Jasper Office Furniture 
Company, Jasper, Ind. * Jasper Seating Company, Jasper, Ind. 
The Leopold Company, Burlington, Iowa. « The B. L. Marble Chair 
Company, Bedford, Ohio * Myrtle Desk Company, High Point, N.C. 
Nucraft Furniture Company, Grand Rapids, Mich. « The Taylor 
Chair Company, Bedford, Ohio *» Thomas Furniture Company, High 
Point, N.C. « Associate Members: Art Woodwork, Ltd., Montreal, 
Quebec « Biltrite Furniture Manufacturing Inc., Terrebonne, Quebec 
Canadian Office Furn. & School Furn. Ltd. (Preston Furn. Co. Ltd.), 
Preston, Ontario « Standard Desk Mfgrs., Ltd., Montreal, Quebec 


Ind. « 
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You don’t have 
to be 


“BIG BUSINESS” 
to have 
big-business 
BENEFITS 
for your employees 


Do you have 10* to 24 employees? 
Travelers Special Group and Spe- 
cial Employee plans afford you an 
opportunity to offer your em- 
ployees insurance protection for- 
merly available only through em- 
ployment with larger concerns. 


For the employee: 


Life insurance doubling in event 
of accidental death. Weekly 
indemnity for loss of time 
through non-occupational 

- accident or sickness. 


For employee and his dependents: 


Hospital, surgical, and medical 
benefits. Laboratory, X-ray, 
supplemental accident and polio 
benefits. And now Major Medical 
Expense insurance. 


See your Travelers agent soon for 
full details. 


*Minimum of 15 employees required in Florida 


THE 
TRAVELERS 


INSURANCE COMPANIES, HARTFORD 15, CONNECTICUT 





All forms of business 
and personal insurance including Life e 
Accident « Group « Fire « Marine e 
Automobile « Casualty « Bonds 


14 
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Shall U.S. 


decide 


your town’s growth? 


Loans and grants for depressed areas 
will add enormously to government power 


PROPOSALS WHICH would give 
the federal government enormous 
new power and responsibility over 
the nation’s economy—at a cost of 
millions of taxpayer dollars—will 
come under debate soon in the 85th 
Congress. 

The debate will center on two bills 
—one introduced by Democratic 
Sen. Paul Douglas of Illinois, the 
other introduced for the Administra- 
tion by Republican Sen. H. Alexan- 
der Smith of New Jersey. 

Both of those provide for govern- 
ment loans, grants and other forms 
of aid to so-called economically dis- 
tressed areas. These are identified as 
communities and regions which 
have not shared in the high level of 
economic activity in recent years 
and where relatively large numbers 
of workers are unemployed. 

The bills are patterned closely 
after measures submitted to the 84th 
Congress by the same senators. 

They differ chiefly in the amount 
and extent of aid which they would 
provide. 

Legislative observers in Washing- 
ton say it’s likely that, if any law 
passes, it will incorporate some fea- 
tures from both bills. 

Planks pledging federal assistance 
to distressed areas were included in 
the Republican and Democratic 
platforms and clamor for such legis- 
lation on Capitol Hill has been com- 
ing from both sides of the aisle. Pres- 
sure for aid also has come from other 
sources—including the AFL-CIO 
and the governments of the de- 
pressed areas themselves. 

The Douglas bill, with amend- 
ments, passed the Senate, 60 to 30, 
in the closing days of the past ses- 
sion. It died in the House. 

Senator Douglas is optimistic 
about its chances in the new Con- 
gress. He is banking heavily on rec- 
ognition by the lawmakers of the 
hardships resulting from pockets of 
unemployment—a condition which 


the senator’s legislative aide charac- 
terizes as “a bubonic boil on the 
body politic.” 

The Douglas bill provides for 
$100 million in loans to depressed 
industrial areas; $125 million in per- 
manent public works; $100 million 
in loans, grants and technical as- 
sistance to depressed agricultural 
communities in 300 counties (most 
of them in the South) and extension 
of unemployment compensation pay- 
ments for idle workers in labor 
surplus areas who agree to take 
training for new jobs. 

The Smith bill, bottled up in com- 
mittee in the last session, also pro- 
vides for loans and grants, but on a 
more modest scale. Drafted at the 
suggestion of President Eisenhower, 
it provides for $50 million in loans 
for developmental work. 

There are differences, too, in de- 
tails. The Douglas bill, for example, 
would provide for 6624 per cent 
participation by the federal govern- 
ment, as against 35 per cent under 
the Administration bill. Under the 
Douglas plan, loans could be ex- 
tended for 40 years, while the Ad- 
ministration’s measure sets a limit 
of 20 years. 

Provisions for administration also 
differ. The Douglas proposal would 
create a separate, independent agen- 
cy to steer the aid program. The 
Smith bill assumes that the loans, 
grants and other forms of assistance 
would be administered by the al- 
ready existing Office of Area De- 
velopment, a Commerce Department 
agency which now offers technical 
aid to distressed communities. 

The central issue involved in pro- 
posed federal aid for depressed areas 
is: How far should the government’s 
economic powers extend? 

Under the Employment Act of 
1946, the federal government is 
charged with fostering “conditions 
under which there will be afforded 
useful employment opportunities, 
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Here's to the 
time you'll 











It’s true! Everywhere the new Kelvinator Hot 
’n Cold has been put in use, enthusiastic em- 
ployers are reporting big savings in time... 
formerly consumed by coffee-breaks. What’s 
the secret? It’s that convenient Kelvinator Hot 
’‘n Cold—the handsome water cooler that pro- 
vides a steady stream of piping hot water, too! 


Cuts Coffee-break time in half. In a few 
seconds, employees can mix themselves cup 
after cup of delicious “instant” coffee, choc- 
olate, or soup. You can place your Kelvinator 
Hot’n Cold where it’s handy... close to work 
areas... for on-the-spot coffee-breaks. There’s 
no muss... no fuss...NO NEED TO GO OUT OR 
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Production ‘'Percolates’’ as Time Lost to 
Coffee-Breaks Drops 50%! 
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SEND OUT FOR coffee. Gives you control of the 
coffee-break, Mr. Employer! 


Fast action gets you FREE beverage 
bonus. Kelvinator is offering a handsome 
FREE BEVERAGE BONUS to buyers who act NOW. 
This offer includes 100 packaged beverages 
(freshly sealed, self-service envelopes of in- | 
stant coffee, chocolate, beef-broth and chicken- ! 
broth, plus Pream and sugar), 100 cups, 100 
spoons. So hurry! Act now! Offer expires 
March 31, 1957. 

Mail coupon below for free booklet telling 
what the coffee-break costs you and what you 
can do to control it. 

















4 Bottle-ty pe Kelvinator Hot’nCold with Refrigerated 
Compartment and ice cubes. Cup and 5 shelf beverage 

2 a ee COCCCO SESE EE SOO HOES SEO ESESEO:, 
dispenser are optional equipment at slight additional cost. | 
Compact, convenient beverage locker also available. 


KELVINATOR WATER COOLERS 


\CAN 
«* 


& Fr 4% Dept. 37, Columbus 13, Ohio 
hy. Sounds great! Send me more information and 
r L4 VY2Zs4.C2 ~ a copy of ‘How to Cut Coffee-Break Time In 
tenaeiO Half!"" plus Free Beverage Certificate to: 









NAME TITLE 





HOT’N COLD WATER COOLERS 


made in pressure and bottle models 





COMPANY. 





ADDRESS 











CITY ZONE__STATE. 








DISTRIBUTED IN CANADA BY KELVINATOR OF CANADA, LTD. 














If you need 
more cash 
to keep pace 
with growth 


Consult 
COMMERCIAL 


CREDIT 





Experience has proven that CoMMERCIAL 
Crepit’s Commercial Financing Plan is usually able to 
provide more cash than is available from other sources. 
Important, too, is the fact that this plan provides funds 
continuously (if needed) without negotiations for renewal. 


Flexible enough to fit most any situation 
—this method is adaptable whether the time is for months 
or years, whether the amount is for $25,000 or Millions. 
The plan is quick, with funds usually available 3 to 5 days 
after first contact. It is simple, functions automatically 
without interfering with ownership or management. It is 
reasonable in cost, there are no preliminary expenses, 
no long-term fixed commitments, the one charge is 
tax deductible. 


Knowledge of CommerciAL CREDIT’S 
Commercial Financing Plan may make it possible for you 
to take advantage of business opportunities that might 
otherwise be missed. 
For additional facts, write for more information about the 
plan described in Nation’s Business. Address the nearest 
COMMERCIAL CREDIT CORPORATION Office listed here: 
BALTIMORE 1; 200 W. Baltimore St., CHICAGO 6; 222 W. 
Adams St., Los ANGELES 14; 722 S. Spring St., NEw YorRK 
17; 100 E. 42nd St., SAN FRANCISCO 6; 112 Pine St. 





COMMERCIAL CREDIT COMPANY’S 
subsidiaries, during the past year, advanced over one 
billion dollars to manufacturers and wholesalers to 
supplement their cash working capital. The total 
volume of its finance subsidiaries amounted to over 
three and one-half billion dollars. 


Capital and Surplus 


over $200,000,000 














including self-employment for those 
able, willing and seeking work, and 
to promote maximum employment, 
production and purchasing power.” 
In the past this language has not 
been construed as a mandate for the 
federal government to subsidize the 
economic development of commun- 
ities not sharing in the general pros- 
perity. The bills in the 85th Con- 
gress clearly point in that direction. 
If aid is legislated it will go, on a 
basis of determined need, to the 
principal areas of distress. In its 
last count the Labor Department’s 
Bureau of Employment Security 
classified 20 major labor-market 
areas and 57 smaller areas as dis- 
tressed because of a labor surplus. 
The depressed areas in this tabu- 
lation are the six to 10 major areas 
and 30 to 40 smaller areas which 
have had more than six per cent un- 
employed for a substantial period. 
Most of the latter are in the coal 
regions of Pennsylvania, West Vir- 
ginia, Kentucky and Illinois, al- 
though some textile, resort and 
ordnance centers are also included, 
along with two hard-hit communities 
in Puerto Rico—Mayaguez and 
Ponce. 
Proponents of federal aid to de- 
pressed areas summarize their case: 


1. More than 10 areas of labor sur- 
plus have been on the chronic un- 
employment list for months, even 
years. More prosperous sectors of 
the economy can afford to channel 
enough employment into these areas 
to revive them economically. 
2. Local efforts to attract new in- 
dustry are inadequate. 
3. Federal funds will help localities 
to attract more industries than they 
could if they had to rely solely on 
local resources. 
4. National prestige suffers and hu- 
man and physical resources are 
wasted if distressed areas are per- 
mitted to stagnate while workers mi- 
grate to new areas with more promis- 
ing job prospects. 
5. Migration of workers, where it 
has occurred, has not taken place 
fast enough. 
6. The federal government has a re- 
sponsibility to maintain employment 
throughout the economy. This argu- 
ment has been used by the AFL-CIO. 
Opponents of federal aid have this 
line of reasoning: 
1. The distressed areas themselves 
are already doing an effective job 
of attracting new industry and re- 
developing old. 
2. Federal aid would stifle local in- 
itiative and discourage solution at 
the local level of problems which are 
essentially local in nature. 
3. Federal aid to selected depressed 
areas would be discriminatory. The 
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testifying on this point last year, said 
that federal attempts to promote in- 
dustrial growth in selected commun- 
ities “lead to discrimination between 
areas, communities and even states, 
penalizing one community or area 
which has had enough initiative and 
determination to solve its own prob- 
lems in favor of another which peren- 
nially looks to and depends upon a 
paternalistic federal government for 
the solution of problems which 
should be solved locally.” 


4. Federal aid would invite perma- 
nent subsidies of activities which are 
uneconomic. The classic example of 
an uneconomic activity is horse 
blanket manufacturing, once a big 
business but now at best a marginal 
operation—a result of the auto’s 
growth in popularity. The question 
is asked: Should taxpayers under- 
write the operation of a business 
which simply has outlived its use- 
fulness? 


5. Federal aid would impede nor- 
mal, natural, economic change. 

6. Pressure for federal aid to dis- 
tressed areas is coming at a time 
when, according to latest Bureau of 
Employment Security tabulations, 
some of the hardest hit labor surplus 
centers are reducing their number of 
unemployed and improving their 
economic health. 

An outstanding example of this is 
Lawrence, Mass., which recently 
moved from Group F to Group E 
and then to Group D in the BES 
listing of labor markets. In addi- 
tion, the upgrading of Wilkes-Barre— 
Hazelton, Pa., from Group F to 
Group E removed the last major 
area in the continental United States 
from the list of areas with unemploy- 
ment of 12 per cent or more. 

Other communities which recently 
have cut their level of unemploy- 
ment include Evansville, Ind., Ke- 
nosha, Wis., Flint, Mich., Anniston, 
Ala., Kittanning-Ford City, Pa., 
Amsterdam, N.Y., and Bluefield, 
W. Va. 


Opponents of aid to distressed 
areas in their fight against increased 
aid also cite the fact that the govern- 
ment already provides aid to labor 
surplus areas. Aid now available 
takes several forms, including the ad- 
visory help of the Office of Area De- 
velopment. Others programs are: 


1. Contract Preference. Defense 
Manpower Policy No. 4 of the Office 
of Defense Mobilization permits 
federal purchasing agents to set 
aside portions of certain contracts, 
at prices no higher than those paid 
under normal buying procedures, 
for procurement only in labor sur- 
plus areas. In addition to “set 
(Continued on page 71) 
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STUDEBAKER TRANSTARS —WIDEST 
HORSEPOWER CHOICE IN 3-2 TON TRUCKS 


Hand-pick your performance in the 
100-hp spread between Studebaker’s 
thriftiest Six and biggest HD V8 


Eight Transtar power-and-perform- 
ance choices cover every trucking 
job from multi-stop delivery to 
cross-country hauling! Super-saving 
Sixes start at 92 hp; brawny V8s go 
all the way to 192 hp—premium 
engine features standard on Heavy- 
Duty V8, optional on other V8; 4- 
barrel carburetor option, too. V8 
or Six, each of 80 Transtar models 
gives you famous Studebaker de- 
pendability and mile-by-mile oper- 
ating thrift that pay off in more runs 
per month, more profit per run! 


LET YOUR STUDEBAKER DEALER 
PROVE IT TO YOU NOW! 


"57 TRANSTAR 2-TON HD 3E40 


Handsome new Transtar line brings new heavy- 
duty ‘‘muscle” to the 2-ton field. Up to 19,000 Ibs. 
GVW, 35,000 Ibs. GCW. New Torque Star 289 V8 
with premium heavy-duty features. Four wheel- 
bases, 131"-195"; HD 4-speed transmission, 
15,000 Ib. rear axle, 6-stud HD wheels standard. 
Six ways better than the next best truck! 


Studebaker -Packard 








6 WAYS BETTER THAN 
THE NEXT BEST TRUCK! 


] Better economy —long life, low operating costs, 
easy maintenance for more profit per mile. 


2 Better payloads—trucking’s biggest cargo 
areas, model for model . . . high payload-to- 
weight design. 


3 Greater comfort—designed-for-driving cab, 
enclosed safety doorstep, safety dash pad. 


4 Easier control—cross link variable ratio steer- 
ing, better braking for safer, faster runs. 


5 Smoother ride—two-stage springs, hydraulic 
shock absorbers standard equipment on light- 
duty models. 





6 Better deal—from break-in to trade-in, 
starting with low, low prices! 




















CORPORATION 
Where pride of Workmanship comes first! 
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Herne 1s office evolution the Friden Street way — * 
automatization that’s practical (and affordable) right now. 
in your office. It’s accomplished with IDP punched tape. 
Today even small and medium-size businesses are adopting 
this astonishing “no hands” technique. It simplifies 


complex routines. It eliminates human errors. It reduces 


time costs hugely. IDP is Integrated Data Processing. 5 : 
It is one automatic Friden office machine talking to another Pingo ~~ OM © 
...and another and another...in a code language . 
common to them all... from data origination and automatu, ' D, 
interpretation to final filing. Friden is the leader in this Wi | 
evolutionary era of office efficiency because Friden creates 
the Tape-Talk machines that make possible the new 
automated systems. Installed one at a time or progressively, 
each machine quickly pays for itself. 





alll @ alll @ fe: & Hl @ Te: 






CONTROLS 


CORPORATIO 





ROCHESTER, N.Y., SUBSIDIARY 








...is the 10-key adding and listing machine with tape 
punch mechanism. A key IDP unit, the Add-Punch 
Gav] db q-X-$aae O10] aol al -lo mm e-] oX-MZalli-m ol aiahdlar-aelame-lelellal=amaat-leialial= 
tape. The punched tape can be interpreted by other 
similarly-equipped machines. Typical Add-Punch func- 
safe} atsmlatel lle l-mi a=: ole] aellal=Melmma-te-11m-y-1(-1-em-t-](-1-r-] Uli amo) qelelele 
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FRIDEN TaPE-TALK machines described 
briefly here are representative of many 
more units which can be integrated for 
specialized data processing. Whatever 
your problem, ask Friden! 

Typical job routines Friden Tape-Talk 
machines process automatically include: 
Invoices, sales orders, shipment mani- 
fests, inspection reports, time cards, 
package tags and tickets. 

To see for yourself how Friden IDP 
works—beginning with the famed Friden 
Calculator and Adding Machine—call 
your nearby Friden agency or write 
FRIDEN CALCULATING MACHINE Co., 
Inc., San Leandro, California... sales, 
instruction and service throughout the 


U.S. and world. 


..enables even small and medium-size businesses to 
make their accounting automatic. Whatever is typed on 
a Flexowriter—an invoice, for example —is also repro 
fo Uot-1o mo) am oh’ eu ol gele [0 Loa am ol Ul alolal-te Mme] ol-PamE-] o-Mneor-]a ln dal -1a mmo 
processed by other common language Tape-Talk ma 
chines at nearest IDP center. Flexowriter tape can also 
be used to actuate address plate embossing machines, 
i¢-) ol UIT hal al-Mmor- 1 ae Mmm ol0]aloial-s-pmmoro)aal oleh ¢-1¢-vamr- ale Mn ¢al-Wm-t- Lael mols 
other Flexowriters 


...iS the essential programmer in many IDP systems. 


Operating alone or in combination with other automatic 


machines, this famed Calculator performs more steps 
in figure-work without operator decisions than ary other 
calculating machine ever developed. 
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ing records; or data may be sent by wire to other office 
The Friden.Computyper is widely used to systemize b 
ing, inventory, cost analysis, sales distribution 

other typing-computing operations 


... has 10-key patented keyboard, Visible Check window 
for accuracy. Models available with or without automatic 
step-over of multiplicand. Specialized extensions and 
adaptations of the Friden Adding Machine actuate tape. 


© Friden Calculating Machine Co., Inc. 











‘““Two generations 


of promises kept” 


states MR. NORMAN R. JOHNSON, Manager 


“In 1920, my father, who operated a farm equipment 
business in Nokomis, Illinois, heard of a mutual insur- 
ance company started by a group of hardware dealers for 
members of their trade. The advantages of lower net 
premiums and specialized service were the reasons this 
company had grown within the preceding two decades 
. . . and the reasons my father became a Hardware 
Mutuals policyholder at that time. 

“Hardware Mutuals still provide the insurance pro- 
tection for our partnership 37 years later. 

“This is the kind of history that makes good reading 
for businessmen. A relationship with one company for 
two generations can only résult from promises kept— 


insurance for your AvToMOBILE...HOME... BUSINESS 


Hardware Mutuals. 


Stevens Point, Wisconsin - Offices Coast to Coast 


HARDWARE MUTUAL CASUALTY COMPANY 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY 
* 





T. H. Johnson & Son 
International 
Harvester Agency 
Taylorville, Illinois 
Hardware Mutuals 
File No. 4-35W 3500 





plus service beyond the written policy itself. 

‘As an example, a recent fire in our plant proved Hard- 
ware Mutuals reputation for fast and fair claims settle- 
ments and local personal service. While this service may 
be routine to the men of Hardware Mutuals, it is vitally 
important to the businessman who has had a loss.” 


The Policy Back of the Policy* 


Specialized experience qualifies your Hardware Mutuals 
representative to give you counsel on all your mercantile 
fire insurance needs. Let his personal attention demon- 
strate to you the true meaning of our na- 
tionally known policy back of the policy. 


Look in the 
Yellow Pages for 
Hardware Mutuals 





Hardware Mutuals NB27 
200 Strongs Avenue 
Stevens Point, Wisconsin 


Send me information on your broad mercantile fire 
protection. 
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THE STATE 
OF THE NATION 


BY FELIX MORLEY 


Free ballots depend on free markets 


AT THE polls, last November, the American 
people voted not only to fill public offices, but also 
to empty public treasuries. 

All the data have now been assembled by the 
statisticians. In the 48 states a total of 546 pro- 
posed bond issues, aggregating $2,657,042,457, 
was submitted to the will of the electorate. Of 
this sum, 92 per cent, meaning an expenditure of 
$2,449,289,557, was authorized by varying ma- 
jorities for local public works of various kinds. This 
amount is almost twice the total of local expendi- 
tures approved by the voters in the 1954 election, 
which previously held the record for authorizations 
of this character. 

To quote the sedate language of the Federal 
Reserve Bulletin: “In November, voters approved 
a record volume of capital projects to be under- 
taken in the future.” Never before had the Ameri- 
can taxpayers on a single day freely chosen to 
increase their public debt by so great a sum— 
almost $2.5 billion, or approximately $16 per cap- 
ita for every man, woman and child in the nation. 

If all the public debt were local this authorized 
increase, for a country as rich and populous as the 
United States, would still be scarcely more than a 
flea-bite. But $2.5 billions additional of local ob- 
ligations, suddenly superimposed on a federal debt 
more than 100 times that large, could perhaps be 
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more accurately compared with the last straw— 
assuming that the proverbial camel would ever 
vote to have that loaded on his own back. In any 
case, the 45 state legislatures now in session are 
without exception struggling with the not-so-simple 
problem of raising the funds to pay for the expendi- 
tures so lightly approved by their voters. 


The need for increased local taxation is accentu- 
ated by the effect on the money market of the 
sizable bond issues to which the electorate has 
committed itself. As an example, Prince George’s 
County, Md., having approved $4 million in No- 
vember for school construction, discovered a 
month later that it must pay 4.28 per cent interest 
to raise the money. A little more than a year ago 
the same county sold similar bonds at a 2.79 per 
cent yield. The difference to be taken from local 
taxpayers in annual interest payments is $14,900 
for each $1 million of funded debt. 

Many people seem to measure educational prog- 
ress in terms of buildings alone. They say that 
since twice as many children were born in 1956 as 
in 1926, to keep even, twice as many schools must 
be built this year. The logic forgets that the build- 
ing cost of school, per cubic foot of content, is now 
more than four times what it was 30 years ago. 
Therefore, twice as many schools of the same size 
will cost eight times as many dollars. It is the com- 
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petitive demand for those dollars that forces up 
the interest rate. 

During 1956, for the nation as a whole, yields 
on state and local government bonds increased by 
about one third. Factors other than the November 
authorizations contributed to this rising rate, 
which nevertheless has climbed most steeply since 
the election. 

The one undebatable fact is that the voters, 
though they knew last November that borrowing 
was growing costly, decided in the face of this 
trend to increase debt rather than to economize. 
The result is an interesting lesson in the operation 
of free institutions, which may be summarized by 
saying that freedom of the market is every bit as 
important as freedom of the ballot. 

As the present illustration shows, the two factors 
do not work in perfect harmony. What one seeks 
through the ballot is not always easily obtainable 
from the market. The opposite is more nearly true. 
Any sudden increase in demand for beefsteaks, fur 
coats or superhighways, is at first certain to drive 
up the price of these or other desirable products. 
Only as increased production matches or exceeds 
the demand for any commodity will tendency to- 
ward a declining price set in. 

There have been countless attempts, in history, 
to repeal this inexorable law of supply and demand. 
We ourselves have tried, more than once, to dictate 
to the market without dictating to the electorate. 
It has never worked, and never will work.. Fixed 
prices can be maintained indefinitely under a dic- 
tatorship, as the communists correctly claim. But 
the free market and the free ballot are actually 
two sides of the same coin. To control either one 
is to control the other. To eliminate either is, in 
the long run, to eliminate the other. 


Few of us, however, either think or live with 
complete consistency. It is not unusual to see 
people in one capacity advocating measures certain 
to be injurious to them in another capacity. The 
voter who in the polling booth forgets that he is 
also a taxpayer is only one illustration. Another is 
the trade unionist willing to strike for higher wages 
when they are certain to increase his living costs. 
A most tragic case was the so-called Morgenthau 
Plan at the close of World War II—dismantling 
German industry in a manner that inevitably 
strengthened the hand of Soviet Russia against the 
United States. 

In the case under consideration we see the great 
body of citizens freely electing to borrow an addi- 
tional $2.5 billion for unquestionably desirable 
facilities, such as schools and roads and hospitals. 
What was forgotten is that a willingness to borrow 
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requires a complementary willingness to lend; that 
the supply of money is less than the demand for it, 
and that those with money to lend have the same 
right to reject a bond issue as those with votes have 
to authorize it. 

Thus the free market exercises a certain veto 
power over the free ballot, somewhat as the Presi- 
dent, if he feels it justified, may veto legislation 
approved by Congress. The state of Michigan, 
seeking to market new highway bonds with a 3.5 
per cent coupon, lately found no buyers at that 
yield. The fact that these bonds had been duly 
authorized by the voters was immaterial. They 
were vetoed by the market, because a better yield 
with at least equal security could be obtained in 
many competitive offerings. But the market veto, 
like that of the President, is not final. It can always 
be overridden by making the security sufficiently 
attractive to the sovereign investor. 

As there are are some who do not like the Presi- 
dent’s veto power, so there are some who resent 
that which the market exercises. They say that if 
the money for local improvements cannot be ob- 
tained locally at what they call a “fair price,” then 
it should be provided by the federal government. 
The argument seems to be directed merely against 
the free market, but is actually designed to destroy 
free government on the other side of the coin. 

For with a free market, exactly the same factors 
affect the price of Treasury bonds as govern those 
sponsored by the humblest county in any of the 48 
states. If too much is being borrowed; if—as we 
may say—the production of government bonds is 
excessive, then the unit price will go down. In fact, 
as everyone knows, that price in recent months has 
gone down sharply, so that a Treasury bond with 
a 2% per cent coupon is selling sufficiently below 
par to give a much higher yield. 

In other words, much the same price is charged 
for both federal and municipal borrowing, the ad- 
vantages of the former in security and marketa- 
bility being offset by the tax shelter which the 
latter provides. To eliminate that would be to 
undermine our federal republic, for it is apparent 
that, without the tax-exempt factor, many of the 
localities now would have to pay not merely four, 
but nearer eight per cent to raise money for capital 
improvements. 


In economics and finance, as well as in politics, 
our free system is kept that way by the attribute 
of balance. Much as the President and Congress 
hold each other in check, so does the free market 
operate to check the propensity of voters to author- 
ize expenditures for which they do not have the 
wherewithal. The amount of local borrowing au- 
thorized at the last election broke all records. So it 
should occasion no surprise if the interest charges 
necessary to raise that money also rise to unprec- 
edented heights. 
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Takes a secretary 
less than 20 minutes to do an 
“all-day” retyping job 














Kodaks new Verifax 
quickly pays for itself 














Takes a boss 
less than half the time formerly 
needed to answer his mail 


Sionet Copier 


even in the “one man” office 


Only $148 . . . that’s an unheard-of low price for 
an office copier. An incredibly low price for a 
Verifax Copier, which does so many jobs beyond the 
scope of ordinary office copiers. 


See all the extras the Verifax Signet 
gives you at a new low cost— 
O Makes 5 copies in 1 minute for 242¢ each. 


O Nothing is ever left out on Verifax copies—they’re 
photo-exact from letterhead to signature. This is espe- 
cially important when you're copying legal documents. 
O Photo-lasting. Verifax copies are not affected by sum- 
mer heat —are as long lasting as any business record. 

1 Easy to read, handle, file. Verifax copies have the 
“look” and “feel” of fine letterhead papers. 

(1) Signet makes copies on preprinted office forms, on 
card stock and film—and on both sides of copy paper. 


O Makes a translucent “whiteprint” master for use in 
direct-process and blueprint machines. 


OO) Makes an offset plate in 1 minute for less than 20¢, 
when low-cost adapter is used. 


Your savings the very first month will probably pay for 


your Signet. Imagine being able to answer letters without 
dictation and typing . . . never having to send an “I quote” 
memo. Never having to retype for extra carbons. 


Get all the facts on the Signet. Free folder describes 


this remarkable $148 copier in detail; gives facts, too, on 
complete line of Verifax Copiers. Or get in touch with 


your nearest Verifax dealer, listed in the 
“yellow pages” under “Photocopy Equip- 
ment.” 


————-MAIL COUPON TODAY-— ——— 








Price quoted is subject to change without notice, The ag 
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EASTMAN KODAK COMPANY 

Business Photo Methods Division 

343 State St., Rochester 4, N. Y. 
Gentlemen: Please send free Signet folder, 
“Short Cuts” booklet, and names of 
near-by dealers. No obligation. 
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Ready todag - 


Your Highway Ride of Tomorrow 


The opening of the Indiana Toll Road permits you to drive 
from Chicago to New York without slowing down for hills, 
traffic or curves—and without stopping, except to eat, sleep or 
gas up. You can do this more safely and still save precious 
time—up to a day between the two Cities. 

You'll find roadways separated for traffic in each direction, 
limited entry and exit points, broad curves, easy grades, long 
sight distances and grade separations for cross traffic. These 
roads are a preview of the fine highways to be built on the j 
National System of Interstate and Defense Highways. 

The Interstate System should be built with concrete. That’s 
because concrete usually costs less for heavy-duty roads, costs 
less to maintain, serves longer and is much safer. It’s skid- 
resistant, even in the rain. Its light color affords vastly better 
nighttime visibility. 

Add to the above, three great new improvements: (1) a 

thin granular layer providing a stable foundation under the 
slab in all weather; (2) air-entrained concrete to end surface 
scaling; (3) thin, almost invisible, sawed joints that give you 
the smoothest ride ever. 

A great new day is dawning for the highway user. But this 
construction job poses tremendous problems for highway 
engineers. Support them. The permanent benefits you will 
enjoy will far outweigh any temporary inconveniences. 


PORTLAND CEMENT ASSOCIATION 
33 West Grand Avenue, Chicago 10, Illinois 


A national organization to improve and extend the uses of portland cement 
and concrete... through scientific research and engineering field work 
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WASHINGTON 
MOOD 


BY EDWARD T. FOLLIARD 


Ike plans to prevent a new Korea 


SOMETIMES it can be dangerous for a man to 
talk too loudly about his dislike of fighting. The 
danger is that others may interpret his passion for 
peace as a lack of courage, and so provoke a quarrel 
that might have been avoided by a greater show of 
spirit. 

The same thing could be said of a nation, even a 
great power like the United States. Indeed, well- 
posted men in our government have been saying it 
on an off-the-record basis here in the past month. 
It seems that America’s reputation for “‘pacifism” 
was creating a hazard in our foreign relations. 

This may seem strange to the men in our armed 
forces, and stranger still to our 15 million or so vet- 
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erans who fought in World War I, World War II, 
and in Korea. The fact remains that it has been an 
important point in the great foreign-policy debate 
that has been taking place in Washington. 

Privately, our statesmen say that there was a 
grave danger that the Russians, thinking that the 
United States had become paralyzed by pacifism, 
might be tempted to launch an adventure in the 
Middle East. They say that this was one of the big 
reasons why President Eisenhower asked Congress 
for advance authority to fight the communists in 
the Middle East if it became necessary. 

The Eisenhower Doctrine is really designed to 
head off a war; that is, the President hopes the Rus- 
sians will heed the American warning and abstain 
from mischief in the Middle East. 

He told Congress that the United States, by 
making it clear now that “our words will be backed 
by action,” can best guard against a miscalculation 
by “ambitious despots” and “power-hungry com- 
munists” that would involve this country in mili- 
tary action in any case. 

When the President said that the greatest danger 
was that the communist leaders might ‘“‘miscalcu- 
late,”’ he was really saying that the danger was that 
the men in the Kremlin might mistake our love of 
peace for craven meekness, a peace-at-any-price at- 
titude. 

How could the Russians possibly entertain such 
an idea? Well, for one thing, there was the violent 
reaction in this country when Britain and France 
sent troops into the Suez Canal area. Overnight 
these two countries, allies of long standing, became 
international villains in Washington; or, at least, so 
it seemed to them. 

But that is only part of the explanation for 
America’s reputation for pacifism. An even more 
important factor has been the tone of our national 
political campaigns. In the one that ended on Nov. 
6, the word “peace” dominated nearly all of the 
political oratory. At one point, Adlai Stevenson 
complained about Republican efforts to monopolize 
the peace issue, saying that there was no such thing 
as a peace party and a war party in the United 
States. President Eisenhower agreed with him, 
and began saying in his speeches that all Americans 
were dedicated to peace. 


Of course, there is nothing new about a political 
party trying to capitalize on the peace issue. An 
outstanding example came in the presidential cam- 
paign of 1916. Woodrow Wilson won a second term 
that year with the slogan ‘He kept us out of war,” 
a slogan that vanished in battle smoke a short time 
later when the United States was plunged into 
World War I. 

Americans have been a baffling people to the war 
lords of the world. Having all they want in the way 
of territory and natural wealth, they detest war. 
Yet, once committed to war, they fight with great 
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Washington mood 


ferocity, skill and stamina, as Kaiser Wilhelm 
found out in 1917-18, and as Hitler and Tojo 
learned in 1941-45. 

Usually, the American’s hatred of war reasserts 
itself only after hostilities are over. The Korean 
war, however, was an exception. The revulsion 
against that far-away conflict became evident at 
the very height of the fighting. 

Undoubtedly, that revulsion had something to 
do with the reputation for pacifism that America 
has acquired in Moscow. The Korean War was a 
major issue in the presidential campaign of 1952, 
while it still was on. Republican claims of having 
ended it figured again in the 1956 campaign. 

Was the Korean War a mistake? Arguments on 
the question still are heard in Washington. Mil- 
lions of Americans—probably a good-sized major- 
ity—think that it was a mistake. Or, if not that, 
they think the war should never have come or was 
not fought as it should have been once we were 
committed. 

Former President Harry S. Truman, in an inter- 
view with me just before leaving the White House, 
said that his decision to fight the communists in 
Korea was the hardest he ever had to make—far 
harder than his decision to drop the A-bomb on 
Hiroshima and Nagasaki. 

Suppose that Mr. Truman had not sent Ameri- 
can fighting men into Korea to thwart the commu- 
nist aggression. What would have been the possible 
consequences? 

For one thing, the United Nations may have 
been wrecked, thereby robbing the world of a forum 
for settling disputes by reason rather than by the 
sword. For another, our ally Japan would have 
been flanked by communists astride the whole 
Korean peninsula. Finally, and perhaps most im- 
portant of all, had the communists been able to get 
away with aggression in Korea they might have 
been encouraged to grab off territory in other parts 
of the world, thus ultimately bringing on World 
War III. 


The Republicans almost certainly benefited in 
a political way from the Korean War in 1952, and 
again in 1956. It is worth noting, however, that 
both President Eisenhower and Vice President 
Nixon are on record as saying that Mr. Truman 
was right in sending the Yanks to Korea. 

General Eisenhower was president of Columbia 
University in June, 1950, when the momentous de- 
cision was made. He told reporters that a firm 
stand in Korea was the best guarantee of world 
peace, and added: 

“There was no recourse but to do what President 
Truman did.” 

Vice President Nixon has exploited the Korean 


26 


War as much as any politician, and yet in a speech 
before the American Legion Aug. 31, 1953, he said: 


“Let’s recognize right now that the decision to - 


go into Korea was right because the communists 
had to be stopped.” 

Nevertheless, when the Republicans gathered 
in August for their national convention in San 
Francisco’s Cow Palace, they heard their keynoter, 
Gov. Arthur Langlie of Washington, refer to Korea 
as “‘a costly and fruitless” war. 


President Eisenhower evidently does not agree 
that it was “fruitless.” In asking Congress last 
month for authority to use American forces in the 
Middle East, he alluded to the sacrifices of Ameri- 
can fighting men in Korea, and said: 

“These sacrifices, by which great areas of the 
world have been preserved to freedom, must not be 
thrown away.” 

A President of the United States does not, of 
course, have to ask Congress for authority to de- 
ploy American troops in the Middle East or any- 
where else in the world. 

He already has the authority in his role as Com- 
mander in Chief, as Mr. Truman demonstrated in 
the case of Korea. 

However, President Eisenhower is committed to 
a policy of working closely with Congress. Not 
only that, but he feels that joint action by the legis- 
lature and the executive is likely to carry more 
weight in Moscow and Cairo. 

If the Russians or their puppets ignore the warn- 
ing contained in the Eisenhower Doctrine, and at- 
tempt a breakthrough in the Middle East, the 
United States will swing into action and hit hard. 

The reasons were made clear by the Chief Execu- 
tive in his address to Congress. In the Middle East 
are two thirds of the world’s known oil reserves. 
Should Russia take over the area, and shut off this 
flow of oil, it would mean (to use the President’s 
word) “strangulation” for Britain, France and 
other countries in the Western Alliance. It would 
undo all that has been accomplished by the Mar- 
shall Plan and the North Atlantic Treaty Organi- 
zation. 

“All this,” the President noted, “would have the 
most adverse, if not disastrous, effect upon our own 
nation’s economic life and political prospects.” 

There are a lot of weaknesses in the Eisenhower 
doctrine, and critics have been busy pointing them 
out here and in London and Paris. It makes no 
provision for settling the dispute between Israel 
and Egypt. Neither does it promise any solution 
of the Suez Canal controversy. There are other de- 
fects, too, and the Administration frankly acknow]l- 
edges them. 

But one thing the doctrine does do—and it could 
be its chief purpose—and that is to warn Russia 
not to “miscalculate”—not to interpret America’s 
hatred of war as an opportunity for her own ag- 
grandizement. 
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Reflecting a new peak in air travel 


The Fairchild F-27 propjetliner represents a major advance 
in regional air transport . . . the attainment of new peaks in 
performance, passenger comfort, all-around economy. 
Performance: 280 mph cruising, superb small-field characteristics. 
Passenger comfort: spacious cabin, pressurized and air-conditioned; 
the F-27 permits unobstructed views from the panoramic windows. 
Versatility: the F-27 in its executive transport version matches the 
features of its airline sister ship — is unmatched by any corporation 
airplane in its class, with range to 2,250 miles. 
Economy: — pays its way on hops of less than 100 miles. It’s in- 
expensive to run, to maintain, to buy: 
Address inquiries to: R. James Pfeiffer, Executive Director of Customer 
Relations, Fairchild Engine and Airplane Corp., Hagerstown 15, Md. 









TENNESSEE LAKE COUNTRY 


FAIRCHILD 


Fe27: 















THE FINEST AIRCRAFT FOR AIRLINES, 
CORPORATIONS AND MILITARY SERVICES. 
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CORPORA TION 





No need to do a double take over errors when you 
use Eaton’s Corrasable Bond paper. Corrasable has a like- 
magic surface. When first typed, mistakes can be easily 
erased — with just the flick of an ordinary pencil eraser, 
without leaving a trace! After a few hours, the type “sets” 
and Corrasable provides a permanent record. Try it — 
eliminate costly and time-consuming re-typing. In all 
weights; in 100-sheet packets and reams. At your stationer’s. 
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BERKSHIRE TYPEWRITER PAPERS 
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3 PITTSFIELD, MASSACHUSETTS 


. 
“rn: 











Nation’s Business e February 1957 









TRENDS 
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FUTURE 





BY SUMNER H. SLICHTER, Harvard University 


Basic changes have far-reaching implications for 


managers, investors, and community as a whole 


OF THE many changes that are 
modifying the American economy, 
five are particularly important for 
investors, business managers, trade 
union leaders, and the community 
as a whole. They are: 

e The growing capacity of the econ- 
omy to increase production and to 
make technological changes. 

e The growing capacity of the econ- 
omy to increase the demand for 
goods. 

e The tendency of the economy to 
outgrow the business cycle. 

e The growth of institutions that 
tend to produce a slowly rising 
price level. 

e The increasing intensity of com- 
petition. 

Examination of these trends re- 
veals the urgency of some reapprais- 
al of our present form of business 
organization, pension plans, tax laws, 
investment opportunities, union ob- 
jectives and the national political 
and social viewpoint. 


Capacity for productivity 
Certainly one of the most im- 
portant facts about the economy is 
the steady rise in its capacity to in- 
crease production and to make in- 
novations. Everyone, of course, 
knows that each year we raise 
productivity and make some tech- 
nological advances. What has been 
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overlooked is that the capacity to do 
these things has been growing. 

During most of human history, 
technology was almost static and 
output per worker changed little 
from century to century. Only in 
terms of very slow changes in tech- 
nology can the low per capita output 
as late as the Eighteenth Century 
be explained. 

During the latter part of the 
Eighteenth Century productivity be- 
gan to pick up. During the first half 
of the Nineteenth Century output 
per worker may have increased by as 
much as one per cent a year. In the 
latter half of the Nineteenth Cen- 
tury, the growth of production per 
manhour rose to about two per cent 
a year, and it continued at roughly 
that rate well into the Twentieth 
Century. Since the end of World 
War II, the rate seems to have been 
well above two per cent—though in 
the past 12 months temporary con- 
ditions seem to have retarded gains 
in productivity. 

Whence comes this growing capa- 
city to increase productivity? Two 
causes are particularly interesting 
and important. One is the rise in 
output per capita, which in itself is 
an important cause for further in- 
creases in productivity. The other 
is the process of technological change 
and expansion itself. 

How does rising output per capita 
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make possible still further gains in 
productivity? In the main by help- 
ing people to acquire skills. As per 
capita output increases, a larger and 
larger proportion of the population 
can afford to go to high school, 
trade school, or college. Today, the 
number of persons graduating from 
colleges and universities each year 
is about five times as large, relative 
to total population, as it was in 
1900. 

The processes of technological 
change and expansion raise the 
capacity of the economy to increase 
productivity in two principal ways: 


1. Technological change and expan- 
sion bring into existence the kind 
of skills, resources, and institutions 
which further growth of productivi- 
ty requires. They create staffs of 
scientists and engineers to make 
technological innovations; capital 
goods industries to make the equip- 
ment a changing technology re- 
quires; research laboratories in 
private industry and research firms 
that undertake research work on 
contract; and all manner of collater- 
al institutions that facilitate growth, 
such as appropriate developments in 
the capital markets and new forms 
of securities and new loan arrange- 
ments to meet special problems. The 
new developments include financial 
technicians who are skilled at invent- 
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trends that 
are changing 
your business 


ing the kind of financial arrange- 
ments needed to finance growth 
under various conditions. 


2. Technological change and expan- 
sion create large vested interests in 
further technological changes and 
in further expansion. Technological 
change brings into existence an in- 
creasing number of enterprises that 
depend for their markets upon the 
rate at which technology changes 
and the rate at which industry buys 
new plant and equipment. These 
enterprises do not let the rate of 
technological change occur at what- 
ever rate independent engineers and 
scientists happen to make dis- 
coveries, and they do not let the rate 
at which equipment is bought de- 
pend upon the rate at which users 
of equipment see fit to purchase it. 
The firms whose markets depend 
upon technological change and the 
expansion of industry attempt to ac- 
celerate the rate of innovation by 
hiring scientists and engineers to 
make discoveries and by offering 
users of equipment new machines 
that they must buy in order to re- 
main competitive. 

All of this is a fundamental change 
in the nature of our economy. Dur- 
ing most of the history of the world 
the rate of technological change was 
pretty much an accident. The eco- 
nomic calculus was not applied to it. 
Today in the United States we have 
a large and rapidly growing new in- 
dustry that may appropriately be 
called the industry of discovery. Its 
product is knowledge. The industry 
consists of the various laboratories 
and organizations that depend upon 
discovery for their living and that 
are interested in making money by 
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The capacity to 
raise production 
is growing 


raising the rate of discovery. It is 
now possible to estimate the costs 
of doing research and the chances of 
success with sufficient accuracy so 
that more or less rational decisions 
can be made concerning how much 
to spend on research. 

The industry of discovery employs 
more than two and a half times as 
many research scientists and engi- 
neers as it employed 15 years ago, 
and it seems destined to grow rapid- 
ly for some years to come because 
its size today is limited, not by the 
number of problems that are worth 
studying, but by the supply of 
skilled personnel. 


Increase of demand 


Although the economy hag been 
raising productivity rapidly, at least 
until this past year, it has been rais- 
ing the demand for goods even more 
rapidly. Furthermore, it has been 
steadily gaining in its capacity to 
increase the demand for goods. The 
growing capacity of the economy to 
raise the demand for goods comes 
in large part from the same condi- 
tions that have been raising the 
capacity to increase production—its 
growing ability to make technologi- 
cal discoveries and the rise in per 
capita incomes. 

Growing capacity to make techno- 
logical discoveries makes it less 
necessary for enterprises to take 
markets as they find them and helps 
enterprises to stimulate demand by 
offering consumers new and better 
goods or cheaper goods that they are 
ready to buy even at the cost of go- 
ing into debt. 

The growing capacity to make 
discoveries helps makers of equip- 
ment increase their sales by offering 
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The economy can 
create more 
demand for goods 


other enterprises improved equip- 
ment that they cannot afford to be 
without. 

Industry’s ability to increase the 
demand for goods is also being in- 
creased by rising per capita incomes 
and by rising family incomes. The 
growth in family incomes has been 
particularly rapid. Thus, between 
1952 and 1956, a period in which 
the level of prices changed little, the 
proportion of families with incomes 
of $5,000 or more increased from 21 
per cent to 35 per cent. This change 
was made possible in large part by 
the increase in multiple-worker 
families. Between 1952 and 1955 
the proportion of married women 
(not widowed or divorced) in the 
labor force increased from 10.3 
million to 11.8 million. In 1940 it 
was 5 million. 

Rising per capita and family in- 
comes increase the capacity of the 
economy to raise the demand for 
goods in several ways. As per capita 
income and family incomes increase, 
the proportion of income spent on 
necessities drops and the proportion 
spent to suit the whims of the in- 
dividual rises. Thus, consumption 
becomes less stereotyped and tradi- 
tion-bound. New and _ improved 
products stand a better chance of 
getting a share of the consumers’ 
dollars. This is an important change 
because it greatly increases the re- 
wards for successful innovation— 
thus stimulating innovation. 

Rising per capita and family in- 
comes improve the credit of con- 
sumers and are the foundation for 
the recent spectacular growth of the 
consumer credit industry. Consumer 
credit is not new, but only within 
the past generation has business 
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We are starting 
to outgrow 
the business cycle 





discovered the broad scale on which 
it is feasible to make consumption 
loans. Large organizations of men 
skilled in making these loans have 
been built up, and business is con- 
stantly studying the possibility of 
using credit to promote the sale of 
new kinds of goods and services. 
Between 1929 and the present, con- 
sumer credit has expanded from 
$7.6 billion to about $40 billion. 

The expansion of the consumer 
credit industry raises the capacity 
of the economy to increase the de- 
mand for goods. It means that ex- 
penditures on consumption depend 
less than ever before upon the size 
of personal incomes and depend, to 
a growing extent, upon a combina- 
tion of the size of personal incomes 
and the willingness and ability of 
individuals to borrow. 


Outgrowing the business cycle 


Many people believe that the 
business cycle is made inevitable by 
man’s inability to see the future ac- 
curately or completely. Human 
mistakes, it is true, will produce 
cycles in individual industries, but 
special economic conditions and in- 
stitutions are needed to produce 
rather general fluctuations in pro- 
duction. During recent years, condi- 
tions and institutions in the United 
States have been changing in such a 
way as to make the economy less and 
less prone to move in a cyclical 
fashion. Some of the changes are the 
result of deliberate efforts of the 
community to limit the fluctuations 
of business. These include, in part at 
least, the development of a flexible 
credit policy; laws to strengthen the 
banking system; a tax system which 
makes a large part of tax liability 
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Slowly rising 
prices likely 
in long run 


depend upon income so that tax 
liability rises and falls with in- 
comes; unemployment compensa- 
tion; and the gradual acceptance 
of the idea of compensatory gov- 
ernment spending. But more im- 
portant than these planned efforts 
to limit the business cycle are de- 
velopments that have just happened 
—or that have at least not been in- 
tended to affect the business cycle. 
These include: 


1. The increase in the number of 
important industries. Among the 
many industries that have grown 
greatly in importance in the past 30 
years are the airplane industry, 
commercial aviation, the natural gas 
industry, the plastics industry, the 
various parts of the electronics in- 
dustry, the plywood industry, the 
aluminum industry, the chemical 
industry, the pleasure boat industry, 
the road building industry, the air 
conditioning industry, the frozen 
foods industry, and various in- 
dustries making durable consumer 
goods. 

The growing number of industries 
tends to dampen the effects of any 
favorable or unfavorable develop- 
ments upon the economy because 
such developments affect different 
industries in different degrees and 
at different times. The effects of 
inventory adjustments illustrate the 
point. From time to time some in- 
dustries are bound to allow their 
inventories to become too large or 
too small relative to sales. In an 
economy of a few industries, the 
efforts to correct such mistakes may 
be quite disturbing to the entire 
economy. The larger the number of 
industries, the less disturbing to the 


1957 


Competition 
is becoming 
more intense 


whole economy will be the attempts 
of some industries to restore the best 
ratio between inventories and sales. 
For example, during the past year, 
the efforts of the automobile in- 
dustry to reduce inventories had 
only limited effects on the economy 
as a whole. 


2. The growing importance of long- 
term planning in business manage- 
ment. One of the most important 
developments in the rapidly chang- 
ing art of management has been the 
growth of long-range plans based 
upon extensive studies of long-term 
trends and prospects for raw ma- 
terials, technology, and markets. 
The formulation of long-range plans 
does not prevent business concerns 
from adjusting their investment 
spending to short-run ups and 
downs in business, but it does make 
business spending less sensitive to 
these short-run changes. Long- 
range planning is not new, but it has 
grown greatly in importance. 


3. The development of long-term 
wage contracts with built-in wage 
increases. Sources within the De- 
partment of Labor estimate that 
about 4.3 million employes are 
covered by two-year or three-year, 
or longer contracts that call for a 
wage increase each year, and the 
number of such agreements is steadi- 
ly growing. In the case of weak com- 
panies, such agreements could be 
deflationary in periods of recession 
—especially serious recession— 
since they could weaken the com- 
pany’s credit standing. In the case 
of strong companies, however, these 
new-style long-term wage agree- 
ments with their built-in wage in- 
(Continued on page 94) 


31 











HERE’S 

OUTLOOK 
FOR 
TAXES 


a Nation’s Business interview 
with 

REP. WILBUR D. MILLS 

House Ways & Means Committee 








Congressional expert tells 
you what to expect on rates, 
loopholes, exemptions 


What are tax prospects? Can we expect a cut or 
will increasing federal spending require a raise in 
taxes? 


I would not want us to have to increase taxes. I 
think present federal tax rates are too high for the long 
haul and that we must begin to work toward reduction. 
I am not certain that we would have to increase taxes 
in order to have a balanced budget to meet the expen- 
ditures the Congress will work out for the fiscal year 
which begins next July. 

It is possible that our economy will continue to grow 
at such a pace that present tax rates will bring in the 
additional revenues needed for the increase in expendi- 
tures such as are proposed in the President’s budget. 

We should reduce taxes just as soon as the budget 
and economic conditions permit. We should also keep 
our tax laws as simple and as fair and equitable in 
distributing the burdens of taxation as can be done. 
Present taxes are extremely complicated, with pro- 
visions giving special consideration to special groups. 

Our objective taxwise should be general reduction 
for all taxpayers. With this in mind we should refuse 
to permit our revenue to be diminished by special ac- 
tions in piecemeal fashion. 


is any general reduction likely this year? 


Not with the present budget prospects and economic 
outlook. There is a genuine need for reduction in tax 
rates within the foreseeable future, but we must recog- 
nize that tax reduction at the wrong time, even if it 
appears to be advantageous at the moment, may create 
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economic instability that would be more damaging 
than any possible benefit we could conceive. Of course 
changes in the budget or in the economic situation 
would call for another look at the possibilities of tax 
reduction. 


Will Congress make any change in the corporate in- 
come tax rate that is due to drop from 52 per cent to 
47 per cent April 1? 


I have suggested recently that the corporate normal 
tax rate which will automatically go downward on 
April 1 be extended because of the need our fiscal and 
economic situation presents for that revenue. I sug- 
gested a continuation of the existing rate structure for 
corporations. 

I can’t yet predict what may happen. I am sure 
several proposals for revising the corporate structure 
will be considered. 

It has been proposed that the present normal tax rate 
of 30 per cent and the surtax rate of 22 per cent be re- 
versed. To do that results in loss of revenue. So it has 
been suggested, to compensate for that loss, that per- 
haps a higher surtax rate might be adopted. 

If you are to reduce the tax burdens of some of your 
corporations and bring in the same amount of money 
from all corporations then some must pay more taxes 
than they would pay under existing rates. 

A drive is on to do something for small corporations 
taxwise, so, somewhere along the line, there might be 
some shift in the present rate structure. I would an- 
ticipate no over-all loss in revenue from that source. I 
do not believe that the problems of small business are 
so easily solved as some think, or that they could be 
corrected entirely by merely doing something with the 
corporate tax: rate. 

Only about 442,000 corporations report net taxable 
income out of a total of some 7.6 million businesses 
with net incomes. 

The problems of small businesses today are not 
limited to those that operate in corporate form. If 
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Corporate income taxes 
and excise levies will drop 
April 1, unless Congress 
extends them. The 
Administration and some 
congressmen agree 
there’s too much infla- 
tion and too little sur- 
plus for general tax cuts. 


we are to solve the problems of small business, there- 
fore, it occurs to me that we must do more than merely 
try to provide some tax relief for small corporations. 


Do you feel that small business should receive spe- 
cial consideration in tax matters? 

Our subcommittee on tax policy of the Joint Eco- 
nomic Committee developed a certain amount of evi- 
dence that small businesses do not have ready access 
to capital to permit them to attain the same rate of 
growth that bigger firms enjoy. I am ready to assume 
that small business—proprietorship, partnership, as 
well as corporate form—needs additional capital for 
expansion. I don’t know that this requires “special 
consideration” so much as it requires eliminating those 
things which hit small business harder than big busi- 
ness. 


What about some of the other proposals to aid small 
business? 

Many of the things that are suggested would make it 
easier for small businesses either to retain earnings or 
to obtain capital for expansion. I think this is a very 
worthwhile objective, taken by itself. 


What about the Cabinet Committee’s recommenda- 
tion to let business use the fast depreciation meth- 
ods for used as well as new property? 

There is no question that the application of the ac- 
celerated depreciation provisions of law to used equip- 
ment would benefit small business because, as I under- 
stand it, small businesses are largely the ones that 
utilize used equipment. But there may be some very 
difficult problems in this proposal, which might require 
other changes in the law. 


Have you any specific tax relief program in mind for 
small business? 

I have not worked out any over-all solution in my 
own mind. I don’t think that we can be sure that tax 
problems are the most important problems for small 
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But pressures are on to 
lighten the tax load for small 
businesses. The Presi- 
dent has asked early 
consideration of meas- 
ures giving such help 

with a minimum loss of 
revenue. Treasury 
Secretary Humphrey 
opposes any change till 
we see a surplus of $3 

to $5 billion, then 

there should be a cut 

for everybody. 
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Rep. Wilbur D. Mills, £ 
veteran Arkansas Democrat 

and a recognized tax 
policy chief, heads the 
Subcommittee on Internal 
Revenue Taxation of the 
House Ways and Means 
Committee. His views 

are important to you, 

will have weight in the 
85th Congress. 
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businesses. Nevertheless, I think the problems in this 
area are so great that they justify the tax-writing com- 
mittees of the Congress in making a serious study, 
hoping to come up with something that would not be 
limited in its application but would tend to be of bene- 
fit to all kinds of small businesses. 


What form might that take, Mr. Mills? 

There are possibilities that have not been widely dis- 
cussed that are being considered at present. But noth- 
ing is definite enough to mention yet. 


Is there a good chance for legislation this year to 
give some relief to small business? 

I would not predict that legislation in the interest of 
small business will be finally enacted this year. A tax 
reduction favoring small businesses would enable them 
to retain more of their earnings, presumably for pur- 
poses of expansion, which I think all of us would agree 
would be desirable. But whether or not our budget 
situation and economic conditions will permit us to 
take even that desirable step is yet to be determined. 
I think we have to avoid hasty or ill-considered action. 


Would tax relief for small business have a better 
chance than a general tax cut? 

Perhaps the chance for a reduction in tax for small 
business—because less revenue would be involved— 
might stand a better chance, but I would think that the 
members of Congress would desire individual tax re- 
duction as much as they would a reduction in the rate 
of tax on business. 

The members, of course, recognize the need of re- 
ductions in the rate of tax on individuals as well as on 
small businesses or even large businesses. 


What economic conditions would permit a general 
tax reduction? 

My thought has been that over a number. of years 
we should operate our fiscal affairs in the black but that 
we should not necessarily try, (Continued on page 104) 
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STATE 
SPENDING 
WILL RISE 


That’s outlook as revealed 


in a new survey. Heavier 


taxes will affect both busi- 


nesses and consumers 


STATE SPENDING for education, highways, 
public assistance and other programs will rise 
sharply in 1957. 

To meet these increased financial responsibili- 
ties, 29 of the 45 states whose legislatures meet in 
1957 are expected to impose a heavier tax burden 
on both businesses and consumers. The prospect: 

In 12 states: increased business taxes. 

In 5 states: personal income taxes probably will 
be raised. 

In 12 states: sales taxes are likely to go up. 

These trends are indicated in a special study of 
state legislative prospects just completed by the 
Chamber of Commerce of the United States. The 
study covered state budgets, taxes, spending for 
schools, highways, and prospects of legislative ac- 
tion in the fields of unemployment compensation, 
workmen’s compensation, temporary disability 
pay, public assistance and right to work. 

There is almost universal feeling that state 
budgets will increase in the coming year, continu- 
ing the postwar trend of progressively higher 
spending by the states. 

In states where budgets are expected to rise but 
increased taxes are not anticipated, greater yield 
from taxes now on the books will probably pro- 
vide the revenues needed to meet stepped-up com- 
mitments. 
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yi) states will consider increased 
state aid to schools. Aid 
would involve: 
| 5 states: school district 
reorganization 


1 8 construction funds 
e) greater bonding power for cities 


1 a increased tax sources for cities 


Taxes 


37 states: budgets are expected ine) 
rise in 1957: 


1 5 expect greater yield from 
present taxes 


Other legislatures will consider 
these measures: 


1 » higher business taxes 


F higher personal income tax 


1 ? higher sales taxes 


Highways 


Here’s how states plan to raise 
more funds for highways: 


1 8 boost highway users’ tax 


ie special taxes on heavy vehicles 


O bond issues 


| states expect legislation for 
control of access for highways 
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legislatures will consider 
extensive revisions in 
workmen’s compensation 


expect effort to obtain 
substantial increase in benefits 


‘Temporary Disability 


4. 


4 


states—New York, New Jersey, 
Rhode Island and California — 
have temporary disability or 
cash sickness laws 


additional states expect legislators 
to consider similar legislation 


Public Assistance 


Social Security amendments of 
1956 set up new formulas and new 
benefit maximums for federal 
grants-in-aid for the four public 
assistance programs, and a 
separate matching fund for medical 
care for those receiving 3 
public assistance 


Legislation taking full advantage 


_ of.the new formulas and benefit 
‘ maximums to pay higher benefits 
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21 
21 
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is expected for Old Age Assistance 
in 21 states. Other proposals: 


did to dependent children 


‘aid to the blind 


aid to permanently and 
totally disabled 

grants for public assistance 
medical care 











know about them 


MAJOR OBJECTIVES of the 
AFL-CIO in the year ahead are to: 
>Build up union strength by increas- 
ing membership through intensive 
organizing drives and repeal of state 
right-to-work laws. 

PBargain for higher wages and 
fringe benefits, while demanding 
lower taxes, smaller profits and 
stable prices. 

Influence federal, state and local 
legislation by seeking adoption of 
laws favorable to organized labor 
and blocking bills considered un- 
favorable. 

> Improve labor’s political effec- 
tiveness in preparation for next 
-year’s congressional elections and 
the 1960 presidential campaign. 


> Fight for favorable application 
and interpretation of existing laws 
by government agencies and the 
courts. 

That is the basic program of the 
giant federation of 138 unions and 
15 million members. The AFL-CIO 
executive council was to act on this 
ambitious program at its regular 
quarterly meeting at Miami Beach, 
Fla., this month. Leading the fight 
for it will be George Meany, Walter 
Reuther and other well-known fig- 
ures in labor. The headlines will be 
theirs. 

But much of the strategy, plan- 
ning and the ideas will originate 
with or be influenced by men whom 
the headlines seldom reach—staff 
men with economic, legal and public 
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EXPERTS 
WHO GUIDE 
LABOR’S 
LEADERS 


These five key strategists 
plan and direct the drives that Bich. 
will affect your business. 
Here’s what you should 


Organizing drive is major AFL-CIO projeq 


John W. Livingston picks nonunion target 


relations backgrounds who conduct 
the research, shape the arguments 
and bring in the members on which 
labor’s program depends. 

For a better understanding of la- 
bor’s aims and operations, it is use- 
ful to know more about these men. 

What are their backgrounds? 

What has been their training? 

What views do they hold and ad- 
vocate? 

What are they doing, and how are 
they doing it? 

Key men inside AFL-CIO whose 
influence and work will have the 
most impact include: 

John W. Livingston, who is di- 
recting big labor’s drive for 26 mil- 
lion more members and is giving 
most immediate attention to unor- 
ganized workers in chemical, oil, 
textile, paper, wood, furniture, shoe 
and leather industries and to white- 
collar workers in all industries. 

James L. McDevitt, director of 
the AFL-cIO political machine that 
sought to help elect Adlai Stevenson, 
and more friends to Congress. 

Stanley H. Ruttenberg, whose 
economic views and research guide 
AFL-CIO economic policies and in- 
fluence union bargaining demands. 

Andrew J. Biemiller, former Wis- 
consin congressman, who is the new 
director of AFL-cIo lobbying activi- 
ties on Capitol Hill. 

J. Albert Woll, who is retained as 
outside counsel to fight AFL-CIO’s 
legal battles with the Taft-Hartley, 
Hobbs Anti-Racketeering, Walsh- 








Healey Public Contracts, minimum 
wage and other federal laws.: 
These five are by no means all of 
the top staff people, but they are 
the experts whose work is most like- 
ly to be felt by business groups. 
Others should not be overlooked: 
Philip Pearl, directing public rela- 
tions and the twice-nightly network 
radio news broadcasts; Henry C. 
Fleisher, editing the weekly AFL- 
CIO News and monthly magazine, 
American Federationist; Nelson H. 
Cruickshank, expert on social se- 
curity matters; George T. Brown, di- 
recting participation in internation- 
al affairs; John D. Connors, running 
educational activities, and Leo Per- 
lis, in charge of community services. 
Albert Whitehouse, a district di- 
rector of the United Steelworkers’ 
union in Cincinnati, is director of 
the new Industrial Union Depart- 
ment. This is not a staff department, 
like the others, but it is worth watch- 
ing. Like the various trade depart- 
ments from the AFL which carry 
over in AFL-CIO, the run is an internal 
federation of 72 unions with 7 mil- 
lion members, with Walter Reuther 
as president. 
uD concerns itself largely with 
the collective bargaining problems 
and legislative interests of the for- 
mer cio and other unions having 
members organized on an industrial 
basis. Twelve industry group com- 
mittees have been organized to deal 
with special problems and objectives 
in their industries. Considerable in- 
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Economic policies are guided 


by Stanley H. Ruttenberg 


terchange of collective bargaining 
and other information is planned. 
A monthly JUD Bulletin has been 
published since April and three is- 
sues of Quarterly Digest have come 
out. 

ruD will reflect mostly the in- 
fluence and ideas of Mr. Reuther, 
which have become generally known 
through his activities as president of 
the United Automobile Workers for 
10 years and as head of cio for 
three years before the merger in 
1955. rup is twice as large as CIO 
was. You’ll hear more about it. 

Jack Livingston, AFL-CIO’s di- 
rector of organization, is a product 
of General Motors’ Fisher Body 
plant in St. Louis who fought his 
way up in the United Automobile 
Workers alongside Mr. Reuther. He 








Lobbying is in hands o: pros like this 


former congressman, A. J. Biemiller 


was a UAW vice president and di- 
rector of the union’s General Motors 
and aircraft departments when he 
assumed his duties after the merger. 

Mr. Livingston, not yet 50, has 
had notable success as an organizer, 
although he is better known as a 
negotiator. In 18 months as director 
of a UAW region he increased the 
size of his jurisdiction’s member- 
ship 13 times; General Motors be- 
came almost 100 per cent unionized 
under his leadership, and he scored 
heavy gains in aircraft. 

Big organizing gains are the first 
objective of AFL-cio. Mr. Living- 
ston believes that the success of 
the AFL-CIO merger will be meas- 
ured by its progress in organizing 
employes and, conversely, that the 

(Continued on page 110) 
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Political action keeps 
J. L. McDevitt on the go 


Legal battles are fought 
by J. Albert Woll 














What 
interest 
does 
- for you 


> Who pays interest? 
Who collects it? 
Here are its four 
basic purposes 


MAXIMUM employment, a continued rise in the 
standard of living and price stability are among our 
economic goals. 

Of these three, until recently, we have tended to 
sacrifice price stability. 

Efforts to change this trend by raising interest rates 
have raised a highly emotional issue which President 
Eisenhower recognized in both his State of the Union 
and Budget messages. In the first, he asked creation 
of a citizens commission to undertake an inquiry into 
our banking system. 

Ever since the invention of money, interest has 
been controversial and imperfectly understood. 

To some people, it represents the struggles of a hard- 
pressed family trying to keep a roof over its head; or 
the increased cost of money for building schools; or 
a big increase in taxes necessary to support the federal 
government. 

To others, interest is a device for letting the market 
distribute the savings of the economy to those able 
to make the best use of those savings, or a device to 
permit retired families to live decently. 

To still others—among them harassed government 
officials—it is a crude instrument for helping to stabi- 
lize a growing economy without permitting inflation 
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in prices. Because we are beginning to grope toward 
an understanding of how the economy functions, an 
understanding of interest is increasingly important. 
We need to know more certainly: 

> What purpose does it serve? 

> Who pays it? 

> Who collects it? 


Better understanding of these points will help us 
make best use of interest as one of the automatic stabi- 
lizers and one of the instruments which fiscal agents 
can use arbitrarily to help guide the country’s growth. 

The purposes interest serves are basically four: 

It helps stabilize prices 

It rations the use of savings 

It channels the flow of savings 

It serves as a control 

Let us examine these purposes individually. 


Stabilizing prices 


When the demand for goods and services falls below 
the supply, prices tend to weaken. Conversely, when 
the demand for goods and services outruns the supply, 
there is a tendency for prices to rise. If prices do not 
rise, some form of formal or informal rationing be- 
comes necessary. 

Correspondingly, if the demand for money and 
credit falls below the supply, the price—the interest 
rate—may fall. When the demand exceeds the supply, 
the price tends to rise. 

If the supply of money and credit is expanded as 
demand rises, the price of money may not rise, but 
the increased availability of money and credit may 
then be translated into increased demand for goods 
and services. As long as the increased demand stays 
below the supply of goods and services, prices may 
be fairly stable. But if the demand exceeds the supply, 
prices are likely to rise. 

Interest rates have some built-in rigidities, but 
they are more flexible in a free market than are the 
prices of most commodities. If the cost of living rises, 
for instance, hourly wages tend to rise—and hourly 
wage rates rarely drop. 

As more and more fixed costs get built into the 
production system, reduced demand may tend to re- 
sult in a reduction of production rather than of prices. 
Higher prices and costs tend to get built into the 
commodity price structure. 

This is less true of the price of money. Money 
ordinarily would rather work for two per cent if it 
cannot get four per cent than not work at all. 

This suggests that it is better that the price of 
money rise—rather than the price of goods—if there 
has to be a choice. If money is made freely available 
in.a period such as the present when the demand for 
goods and services exceeds the supply, the additional 
money will not add much, if anything, to the amount 
of goods the economy has to distribute, but it will 
permit higher bidding for available goods and thus 
add to prices. 

A rise in prices of commodities means that the value 
of money has dropped. This reduces the value of future 
money income and the value of all past savings in- 
vested in forms which call for repayment in money. 
Bonds, mortgages, insurance policies, pension plans, 
deposits in banks, etc., lose value. The average family, 
for instance, has a life insurance policy worth roughly 
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$7,500. If pumping more money into the system per- 
mits prices to rise five per cent, the value of these 
policies is reduced about $375 per family, and the 
value of all life insurance policies is reduced by more 
than $80 billion. 

On the other hand, if the supply of money and credit 
is not allowed to rise when the demand for goods 
exceeds the capacity to produce them, the price of the 
goods cannot rise readily because not enough addi- 
tional money is available. Then the market starts 
bidding for the money and credit that is available. 
The price of money, rather than the price of goods, 
rises. Those who are able to pay the higher price for 
the money get it, and thereby get the goods the market 
is producing. 

One cost of helping to hold a stable price level 
through limiting the supply of money is a rise in in- 
terest rates. 

This rise in interest rates will hurt those who can- 
not pay the higher price. It may be that it will hurt 
those who want automobiles. It may hurt those who 
want schools, or churches. 

But if more autos were to be produced, less steel 
would be available for other markets—possibly less 
steel for schools or churches. Or if more schools were 
built there would be less steel for factories. The market, 
rather than some politician or dictator, allocates the 
steel via the interest rate. 

The institutional framework may not function well. 
Possibly a change in the mechanism by which money 
is borrowed for schools, or houses, or churches, would 
enable these buildings to compete better with factories 
or automobiles for steel. It might be better for the 
economy if they could compete better. But the point 
is they would be competing. 

Something else would have to give if houses or 
schools got more. The problem lies in the relative 
effectiveness of the institutions through which the 
competition takes place, rather than in interest as a 
rationing mechanism. 

Holding down interest rates would not solve the 
problem. 

If everybody could borrow all the money he wanted 
without interest, people with unlimited funds would 
bid against each other for available goods. Prices 
would rise but since production could not keep up 
there still would not be enough goods to go around 
and some people would be left out. 


Rationing the use of savings 


Decreasing interest rates in a_ full-employment 
economy, either in one sector or in all sectors, may 
not add to employment, but it may divert employment: 
If money is made available at lower rates for schools 
and houses, this money is taken from roads, or dams, 
or factories, and employment is held down in these. 
Political control of interest becomes a political alloca- 
tion of available resources among the population. It 
does not increase the total supply. 

The only way the standard of living can rise is for 
total production of goods and services to exceed their 
consumption and loss through depreciation, catas- 
trophe, or other causes. 

Interest is a means for allocating what has been 
saved to those whose willingness to pay for the savings 
of others indicates that they plan to use them to pro- 
duce what people (Continued on page 51) 
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Company 
profits 
where 
U.S. fails 


Story of company once owned by 
Uncle Sam _ shows it pays to 
get government out of business 


EVERYONE benefits when the government ceases 
to operate a business that is in competition with private 
enterprise. 

That’s demonstrated by the case of the Federal 
Barge Lines, Inc., of St. Louis, Mo., the nation’s third 
largest inland waterway freight carrier. 

Uncle Sam created the barge operation in 1918 to 
relieve the war-strained railroads and, after the hostil- 
ities, continued to run the line in competition with 
private barge interests. This situation was terminated 
in September, 1953, when the Eisenhower Administra- 
tion sold the operation for $9 million to a group headed 
by Herman T. Pott, a St. Louis shipbuilder. 

Some results of the sale: 


> Instead of being a burden on the taxpayers (who 
had to make up losses of almost $10 million between 
1938 and 1952, when the line operated in the red 12 
out of 14 years) Federal Barge now is healthy, profit- 
making, and itself a taxpayer. It has paid more than 
$500,000 in state and local taxes. This year it will be- 
gin to pay a substantial federal income tax. In addi- 
tion, it has paid the federal government $2.2 million 
in principal and interest under the purchase contract. 


> The sale gave new, vigorous tone to competition 
among carriers on the inland waterways. 


> The sale led to the creation of one additional new 
private venture, a New Orleans shipyard spun off by 
Federal Barge. 


> Union boatmen employed by the barge company 
have won back their freedom of action that was lost 
during the period when the government was their boss 
—notably the right to strike. 


As private concern 
Federal Barge has 
paid more than 
$500,000 in state 
and local taxes 


Under government 


ownership it ran up 


$10 million loss 


from. 1988 to 1952 
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> Management of the company has been freed from 
political control. As a result, the company has been 
able to introduce economies, eliminate unprofitable 
phases of the business and otherwise to streamline its 
operations. 

Chester C. Thompson, who ran the barge line for 
the Commerce Department from 1939 through 1944, 
and who now heads The American Waterways Opera- 
tions, Inc., describes the government’s decision to sell 
the barge line as “an excellent undertaking.” He points 
out that competition on the rivers was never more 
vigorous and praises the way Federal has been going 
after its share of a booming $90 million market in 
inland waterways freight haulage. 

Capt. Donald T. Wright, publisher and editor of The 
Waterways Journal, 69-year-old St. Louis weekly 
business publication serving the inland waterways, 
says: 

“Results of the first three years of private owner- 
ship have been most gratifying to all of us who had ad- 
vocated an end to ownership by America’s taxpayers.” 

Government spokesmen are equally enthusiastic 
about the switch. 

Louis S. Rothschild, present Under Secretary of 
Commerce for Transportation and chairman of the 
advisory board for the Inland Waterways Corpora- 
tion, the Commerce Department agency which man- 
aged the barge line for Uncle Sam and exists now as 
a mortgage holder, says: 

“The operation by Federal Barge Lines, Inc., a pri- 
vate company, of the facilities previously operated by 
the federal government is proceeding in a most satis- 
factory manner. . . . The federal treasury is no longer 
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subject to drain of substantial losses and the public 
is being given more efficient service.” 

To put the story of Federal Barge into proper per- 
spective it is necessary to review the company’s history. 

Federal had its origin in a study by the Council of 
National Defense in 1917. 

In the face of wartime demand for transportation to 
supply U.S. armed forces, the Council was charged 
with finding ways to make more effective use of Amer- 
ica’s rivers, where freight traffic had been in a con- 
tinuing decline since the Civil War. 

Under the federal Control Act of March 21, 1918, 
the Director General of Railroads commandeered pri- 
vately owned floating equipment on the New York 
State Barge Canal and on the Mississippi and Warrior 
rivers. The original fleet included five towboats and 
29 barges. Service began Sept. 28, 1918. 

The emergency operations begun by the Railroad 
Administration continued to Feb. 29, 1920, when the 
government-owned facilities were transferred to the 
Secretary of War for continued operation under the 
terms of the Transportation Act of 1920. 

On July 18, 1924, Congress created the Inland 
Waterways Corporation. IWC was organized for the 
express purpose of running the barge service. Neces- 
sary capital was obtained through the issuance of stock 
and the immediate purchase by the Treasury of all 
shares outstanding. 

On July 19, 1924, Secretary of War John W. Weeks, 
father of Sinclair Weeks, the present Secretary of 
Commerce, signed an order under the Transportation 
Act which transferred to the newly created Inland 
Waterways Corporation (Continued on page 44) 


FEDERAL BARGE 
SYSTEM 


Capt. A. C. Ingersoll Jr., one-time cabinboy, has built 
profits from Federal’s 3,500 miles of operation since th 
1953 sale. He sees bright future for barge business 
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An authoritative report 
by the staff of 

The Chamber of Commerce 
of the United States 


AGRICULTURE 


A further rise in farm income is 
in prospect for 1957, but the increase 
is expected to come from larger 
government payments. After four 
years of continuous decline in real- 
ized net farm income, the estimated 
1956 farm income rose to $11.7 bil- 
lion, a $400 million increase over 
the 13 year low in 1955. 

Assuming a reasonably successful 
Soil Bank program in 1957, the 
U.S. Department of Agriculture 
expects total cash receipts from all 
marketings of farm products to be 
slightly smaller this year. Smaller 
receipts from crop sales will more 
than offset higher receipts from live- 
stock marketings. However, the au- 
thorized $1.2 billion Soil Bank 
payments will more than make up 
the drop in total cash receipts. 

On the other hand, if weather con- 
ditions are favorable, and if the Soil 
Bank and similar government pro- 
grams fail to prevent a substantial 
increase in the total marketings of 
farm products this year, the realized 
net farm income may be higher for 
1957. This would be likely, how- 
ever, to cause greater surpluses, 
again depress market prices and re- 
sult in a subsequent downturn in 
farm prices and income. 


CONSTRUCTION 


Mortgage interest rates continue 
to be a critical item on the legisla- 
tive scene. 

Pressures are now being exerted 
for a direct lending program for GI 
loans using National Service Life 
Insurance Reserve funds as_ the 
source. These pressures are ex- 
pected to continue to grow. 

The objective is to find a way to 
keep VA rates at the below-market 
pegged level of 414 per cent. 

Proponents of the direct lending 
program are led by Representatives 
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Patman (D-Tex.) and Rains (D- 
Ala.) and Senator Humphrey (D- 
Minn.). All have introduced bills. 

Debate on the whole concept of 
direct lending and the proper use of 
NSLI reserve funds is going on in 
the Veterans’ Affairs Committee of 
the House. 

The National Chamber is encour- 
aging free market interest rates and 
the elimination of further govern- 
ment activities in competition with 
private business. 


CREDIT & FINANCE 


Borrowing has reached an all-time 
high and so has plant expansion, 
with all signs pointing to a new 
record rate of industrial construc- 
tion in the first quarter of 1957. 

Government expenditures are ex- 
pected to increase considerably over 
1956. State and local government 
spending is on the uptrend at the 
rate of $3 billion annually owing to 
demands of the road-building pro- 
gram, new schools and public build- 
ing. Defense spending will rise. 

Shipbuilding demand is expected 
to accelerate the steel industry for 
two or three years. Couple this de- 
mand for steel with a firm demand 
in the 1957 auto market, a slight 
improvement in farm machinery 
sales and textiles, and continued 
growth is the outlook. 

Banks will continue to satisfy 
reasonable demands for credit; how- 
ever, money will continue tight for 
some months into 1957. Consumer 
credit is now considered in balance, 
with payments to banks and finance 
companies equaling new contracts. 


DISTRIBUTION 


Although retail, wholesale and 
service businessmen are viewing 
1957 prospects with cautious opti- 
mism, retail sales in the first six 
months of 1957 are expected to run 


about three to five per cent higher 
than in the comparable period of 
1956. Sales for the full year will 
likely pass the $200 billion mark for 
the first time. 

Keen competition will push ad- 
vertising budgets to new highs in 
1957—one prediction is a 10 per cent 
increase over 1956. 

Distribution businessmen will also 
face some rise in costs and prices. 

Suburban growth and expansion 
is expected to continue in 1957 but 
possibly at a slower pace. Down- 
town modernization and improve- 
ment will be pushed vigorously. 

Use of trading stamps was wide- 
spread in 1956. Continued wide use 
may be expected in 1957. Also ex- 
pected are more detailed analyses 
and studies of the influence and 
effect of trading stamps upon costs 
and prices. More positive data will 
aid in determining the efficacy and 
permanancy of stamps as a major 
merchandising device. 

Controversy over fair trade will 
continue. 


FOREIGN TRADE 


By making its services better 
known to overseas traders in the 
U.S. through a continuing program 
of information and explanation, the 
Export-Import Bank expects to be- 
come increasingly useful to Ameri- 
can private enterprise this year. The 
Bank complements rather than 
competes with the services offered 
by commercial banks. 

During fiscal 1956 the Bank made 
156 loans totaling approximately 
$376 million to finance exports of 
U.S. equipment, commodities and 
services to 39 countries. Under ex- 
porter credit lines, its loans ranged 
from $2,700 to $6.3 million. 

The Export-Import Bank reported 
a gross income of $84.1 million for 
fiscal 1956. It paid to the Treasury 
$23.9 million for interest on bor- 
rowed money and a dividend of 
$22.5 million for Treasury holdings 
of the Bank’s stock. As of June 30, 
1956, the Bank had paid to the 
Treasury during its 22 years’ service 
dividends and _ interest totaling 
$317.2 million. 


GOVERNMENT SPENDING 


Congress, as a result of the Presi- 
dent’s budget, now faces the largest 
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outlook 


peacetime spending program in his- 
tory. Considerable attention is be- 
ing focused on the high increase in 
defense spending proposed by the 
President. However, indications are 
that defense estimates will be 
changed somewhat as the impact of 
Secretary Wilson’s order on roles 
and missions of the three services is 
better understood. This, plus the 
changed concept of Army operations, 
may bring about slight selective re- 
ductions jn the figures submitted. 

Nondefense spending is up in 
several areas. Increased spending 
for foreign aid is being scrutinized, 
with the House looking skeptically 
at the President’s request. Agricul- 
ture, our third largest item in the 
budget, continues to grow. 

Federal aid to education seems 
destined for early passage. 

A tendency to use conservative 
revenue estimates seems to have been 
abandoned in the President’s bud- 
get. These now seem more realistic 
—perhaps even a little optimistic. 
Although a surplus is now showing, 
don’t be surprised if the Mid-year 
Review changes the picture. Much 
will depend upon continued expan- 
sion of the economy and continually 
increasing revenue yields during 
fiscal 1958. 


Although organized labor no 
longer is asking Congress for out- 
right repeal of the Taft-Hartley Act, 
in recent years the long list of 
changes demanded by unions has 
amounted to virtually the same 
thing. This year is likely to be no 
different. 

Apparently two principal factions 
in the AFL-CIO disagree. 

The building trades unions want 
to focus on the right to make pre- 
hire contracts with builders to use 
strictly union labor, the wider use 
of secondary boycotts, and elimina- 
tion of the Taft-Hartley proviso 
allowing states to outlaw compul- 
sory union membership. Failing 
this, they’d be happy to be exempted 
from Taft-Hartley altogether. 

The other group, made up mostly 
of former CIO industrial unions, 
wants amendments which are gener- 
ally applicable to all industry. They 
also have their own ideas about what 
Taft-Hartley changes should have 
priority. 





NATURAL RESOURCES 


Industries dependent on water 
supply from open reservoirs in areas 
of rapid evaporation will be in- 
terested in recent experiments on 
cutting down evaporation losses by 
covering the surface of the water 
with a harmless monomolecular 
film of fatty acids or alcohols. 

Experiments in Kenya, South 
Africa, have indicated that use of 
cetyl alcohol, product of the sperm- 
whale’s oil, reduces average evapo- 
ration by 50 per cent. Small pellets 
of the cetyl alcohol are enclosed in 
fine copper-mesh baskets floated on 
small wooden rafts. The alcohol 
forms a film on the surface of the 
water only one molecule thick. 
These molecules have in their mole- 
cular structure a group that is at- 
tracted to water and, therefore, the 
molecules stand on end, closely 
packed, and form a barrier to evapo- 
ration. The film is harmless, and 
may have an additional useful effect 
in preventing development of mos- 
quito larva. 

Experiments are being conducted 
by the U. S. Bureau of Reclamation, 
the State Water Survey Division of 
Illinois, and by Southwest Research 
Institute, San Antonio, Texas. 
Several commercial firms and mu- 
nicipal water works will try the 
method this summer. 


ay. @ Were), | 


Whether or not taxes are cut in 
this session of Congress, members 
still find tax reduction proposals a 
fascinating subject. Of the first 500 
bills introduced in the House on 
opening day, 118 were referred to 
the Ways and Means Committee 
and 87 of these proposed revisions 
of the Internal Revenue Code. 

Rep. Wright Patman was in early 
with his version (H.R. 7) of a gradu- 
ated income tax for corporations. 
The Jenkins-Keogh bills to provide 
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tax deferments on private pension 
payments by the self-employed are 
again H.R. 9 aind 10. 

Strong pressures are rapidly de- 
veloping behind the Jenkins-Keogh 
measures. While there is little prob- 
ability of adoption this year, there 
will be much discussion and useful 
clearing out of side issues which 
have obscured the major problem. 

High on the list of important 
measures are several which would 
create an independent commission 
to study our present tax system. 
The objective would not be another 
technical revision but recommenda- 
tion of basic improvements in form 
and pattern. (See “Here’s Outlook 
For Taxes,” page 32). 


TRANSPORTATION 


Business activity this year has 
gotten off to a good start, and the 
transportation increase predicted 
for this year is generally develop- 
ing. The consensus of these pre- 
dictions is that the demand for 
transportation, as reflected in ton- 
miles, will rise by approximately the 
same per cent as ton-miles increased 
in 1956 over 1955. This increase 
was between four and six per cent. 

All media of transportation, in- 
cluding the nonfederally regulated 
elements, should participate in the 
increases in approximately the same 
degree as during the previous year: 
Rails up four per cent, trucks up 
six per cent, inland waterways and 
airlines up 10 per cent, oil pipe lines 
up 11 per cent. Due to the strike, 
Great Lakes carriers showed a de- 
crease of 1.3 per cent for the year. 

These predictions are based on 
the assumption that there will be no 
crippling labor disturbances, nor 
any developments at home or abroad 
which would seriously affect the 
American economy. Moreover, any 
leveling-off of the economy in the 
second half will establish a pattern 
which t.ansportation will follow. 
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continued from page 41 


all inland waterways’ assets and fa- 
cilities under his control. In 1939 
former President Franklin D. Roose- 
velt transferred control of the Water- 
ways Corporation from the Secre- 
-tary of War to the Secretary of Com- 
merce, where it remained until the 
1953 sale. 

The government’s intention from 
the outset was to stimulate expan- 
sion of the inland waterways barge 
operations and to sell the line when 
this had been done and a suitable 
price was offered. It succeeded so 
well that, when Federal was sold in 
1953, it was in competition on the 
Mississippi, Missouri, Illinois and 
Warrior-Tombigbee river systems 
with more than 150 privately owned 
barge companies. 

Under terms of the 1953 sale the 
government acquired quick assets of 
$2.7 million and took a mortgage on 
all the property and equipment of 
the Inland Waterways Corporation. 
The buyer agreed to continue sub- 
stantially the same service which the 
line had offered under federal own- 
ership. 

The contract of sale includes de- 
fault provisions enforceable if this 
service is not rendered. So far the 
government has enforced no penal- 
ties for default in service although 
Federal is the only barge line that 
accepts shipments in carload, truck- 
load and less-than-carload quanti- 
ties from small shippers—the least 
attractive services from an operator’s 
standpoint. 

At the time of the line’s sale the 
company urgently needed new capi- 
tal. Many of its 253 existing 
barges were obsolete, as were some 
of the 20 towboats and four tugs in 
its fleet. 

Mr. Pott’s group—he is president 
of the St. Louis Shipbuilding and 
Steel Company, of which Federal 
Barge is now a wholly owned sub- 
sidiary—put in $1 million in new 
working capital immediately and 
has since followed up with a $6 
million investment in new property, 
including $2.9 million for 50 barges 
(some equipped with movable bulk- 
heads to accommodate _less-than- 
bargeload shipments) and $1.3 
million for two 3,600-horsepower 
towboats, the Lachlan Macleay and 
its sister ship, Missouri. 

As a subsidiary of St. Louis Ship, 
one of the oldest and largest barge- 
building enterprises on the inland 
waterways, Federal doesn’t have to 
look far to find a supplier of its 
equipment needs. 

Capt. A. C. Ingersoll, Jr., Feder- 
al’s aggressive young president, ex- 
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plains that the multimillion dollar 
rehabilitation program is designed 
to get Federal into fighting trim for 
future competition for a rapidly 
growing volume of freight business. 

Tonnage carried by Federal on 
the more than 3,500 miles of water- 
ways which it serves has mounted 
steadily and revenues earned from 
this business have turned up sharp- 
ly under private ownership. The 
company had gross revenues ex- 
ceeding $12 million in 1955, an all- 
time record for the line. The 1956 
figures, when they are available, are 
expected to show slightly lower rev- 
enues because of steel scarcity and 
adverse operating conditions caused 
by low water. 

Federal’s revenues from water 
freight haulage, the biggest item by 
far in the line’s business, were $10.5 
million in 1955. In the first three 
quarters of 1956 they were $8.6 mil- 
lion. Previous high years for water 
freight revenues were 1954 ($9.4 
million) , 1953, the year of change in 
ownership, ($10 million) and 1952, 
($9 million) . In 1946 these revenues 
totaled only $4.6 million. 

Federal ranks third, behind Mis- 
sissippi Valley Barge and American 
Barge, as a tonnage carrier. Its posi- 
tion, as well as that of the other 
inland carriers, is expected to be im- 
proved by rising demand for barges 
in the future. This demand is already 
so high that Federal, in the year 
just ended, had to turn away orders 
for more than 100 bargeloads. The 
shortage of barges is not unlike the 
shortages of box cars which the na- 
tion’s railroads have experienced. 

Transportation activity on the in- 
land waterways is a fairly sensitive 
economic indicator. This activity 
has. been rising to new highs in 
recent years. 

In 1955, for example, inland river 
carriers transported 362 million net 
tons, or 97.6 billion ton miles. The 
1956 over-all tonnage figures are ex- 
pected to run considerably higher, 
with a corresponding increase ex- 
pected in ton miles and dollar 
volume of business handled. 

Preliminary, unofficial estimates 
place 1956 barge traffic at slightly 
more than 100 billion ton-miles. 

Most river men, including Feder- 
al’s Captain Ingersoll, look for barge 
business to increase a minimum of 
four per cent per year in the years 
immediately ahead. The maximum 
estimate is 15 per cent. Assuming 
that the increase will be on the order 
of eight per cent, a compromise be- 
tween the high and low estimates, 
this means that, by 1960, the inland 
carriers will be handling 532 million 
net tons of freight, a 47 per cent in- 
crease over 1955. Their present 
share of the nation’s total freight 


load is a record 7.7 per cent—this 
despite the fact that the 28,996 miles 
of inland waterways represent less 
than one per cent of the mileage of 
the nation’s transportation system. 

It should be noted, in passing, that 
all of five major systems of freight 
transport—railroads, motor trucks, 
pipelines, Great Lakes and inland 
waterways—carried more freight in 
1955 than in 1954 but only the in- 
land waterways and the Great Lakes 
moved upward in their percentage of 
the total freight load. 

The inland waterways registered 
the highest percentage gain on a 
ton-mile basis by adding nearly 20 
per cent to their ton-mileage. 

American Waterways Operators, 
Inc., trade association for the river 
carriers, reports in connection with 
the 1955 freighting figures that the 
inland waterways are barging more 
cargo than is being handled on the 
Great Lakes, by coastwise shipping 
or in foreign commerce at U.S. 
ports. 

The increasing tonnage load which 
the inland carriers expect to handle 
will mean added strain on existing 
locks, docks and channels of the 
waterway system. In some places, 
notably the Illinois Waterway and 
along the lock-studded Ohio, these 
facilities already are overtaxed. 

The Corps of Engineers, charged 
with maintaining and improving 
navigation on the inland waterways, 
is aware of the deficiencies and 
works constantly to eliminate them. 

In the current fiscal year the 
Corps is spending $129 million for 
navigation projects in the Great 
Lakes, inland rivers and along the 
three coasts of America. A fair por- 
tion of this is going into river im- 
provements and new construction— 
including bank stabilization in a 
number of places, construction of 
several new dams and locks, and re- 
construction of others, lock improve- 
ments, deepening of channels to 
accommodate deeper-draft vessels 
and heavier barges, and other work. 
In all, the Corps has $8.5 billion in 
its backlog of authorized construc- 
tion projects for the waterways. 

It’s commonplace today for barge 
tows to wait in line to pass through 
locks. That’s a good indication of 
just how great the river traffic is. 
Another good indication is the grow- 
ing tendency of industry when locat- 
ing new plants to choose a waterside 
site. More than $6 billion in new 
waterside plants were built along the 
inland waterways in 1955 and the 
1956 figure, when finally computed, 
is expected to go at least that high 
with the chemical industry alone 
accounting for $1.5 billion in new 
plant construction. 

The low cost of barge transporta- 
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Write, Wire or Phone — 


L. E. WARD, JR., Manager 

INDUSTRIAL AND AGRICULTURAL DEPT. 
Drawer NB-746 (Phone 4-1451, Ext. 474) 
NORFOLK AND WESTERN RAILWAY 
Roanoke, Virginia 
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Don’t settle for less than you need in your new plant 
site. If you haven’t found exactly what you want — look 
next to The Land of Plenty. If you haven’t begun look- 
ing, begin now — and look first to The Land of Plenty. 
Norfolk and Western plant location men are specialists 
who speak manufacturers’ language and know their great 
six-state territory well. Tell them what you need... 
they'll go to work for you promptly, without obligation, 
in confidence. Let them prove what they can do. There’sa 
good chance you can get a// the requirements and advan- 
tages you want in one move — to The Land of Plenty! 
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Thanks to Executone’s “Remote Reply,” 
employees can now answer calls with- 
out interrupting their work. You get 
instant response without loss of work- 
ing time. You eliminate waiting and 
costly “call backs” when phones are 
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continued 


tion is the factor which has played 
the most important part in luring 
industry to locate new facilities on 
waterside sites. 

The economics of such a decision 
are compelling when you consider 
that a line like Federal, in one of its 
20,000-ton barge tows, can move as 
much freight as 400 rail cars or 1,000 
trucks at rates as low as one third 
the cost by the other means of trans- 
portation. 

Federal hauls sulphur from New 
Orleans to plants in the north along 
the Mississippi; iron ore along the 
Warrior River to steel mills at 
Birmingham, Ala.; sugar from New 
Orleans to midland ports, phosphate 
rock from southern ports to north 
and midcentral chemical companies, 
coal from mines to consumer. 

The contrast in rates charged by 
the barge lines, and those charged 
by rail and trucking interests, is the 
center of a lively controversy in the 
transportation industry of the na- 
tion. 

Federal’s view, as expressed by 
Captain Ingersoll, is that the inroads 
which the barge lines have made into 
rail traffic have, in the long run, 
proved beneficial for the railroads- 
and for everybody. 

“Generally speaking,” he says, 
“where barge transportation goes— 
up the Illinois to Chicago, up the 
Mississippi to Minneapolis and St. 
Paul, and up the Missouri to Omaha 
—the railroads, truck and air lines 
all enjoy increases in their traffic 
and increases in their revenues.” 

Capt. Ingersoll advocates closer 
cooperation between the rail and 
barge interests and his principal ob- 
jective is a system of connecting 
lines, where rail and barge trans- 
portation could work in relays. 

Capt. Ingersoll took the helm of 
Federal for the second time in July, 
1954, a year after the government 
sold the line. 

He had served as president of the 
organization before—when it was a 
creature of government—from 1946 
to September, 1951. During this 
time he continually urged his supe- 
riors either to provide sufficient 
funds for maintenance of equipment 
or to sell to private interests. 

Much of the company’s success 
today must be attributed to his 
single-minded effort to make the 
operation both productive and effi- 
cient. 

He started working in that direc- 
tion when he took over as president 
in 1946 after a stint as a water 
transportation specialist for the U. S. 
Strategic Bombing Survey in World 
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SURE OF SCORE AT 19th HOLE 


ATLANTA, GA. 


Members of the renowned East Lake Country Club don’t 
look quizzically at their monthly bills and reach for the 
phone. The chits they sign either at the club or downtown at 
the parent Atlanta Athletic Club are photographed in a 
Recordak Microfilmer and mailed out with the bills. 

This all but ends questions about charges—frees the girl 
who used to be glued to the phone for two weeks after bills 
went out. And it cuts costs and speeds up the billing opera- 
tion, too—no need, now, to list dates and describe charges 
on bills. 

This billing short cut is also cutting costs for all types of 
business with charge accounts—retail stores, dairies, oil and 
telephone companies, to name just a few. 


SAVES BY MICROFILMING CHECKS FOR CHICKS 
CHICAGO, ILL. 


The Forrest Poultry Company saves at least two hours a 
day by microfilming incoming checks from customers. 

This did away with the handwritten check register and a 
5-item description of each check. And it gets checks into the 
bank the same day they are received. 

Proof again that even the simplest transcription jobs are 
costly when compared with Recordak Microfilming. You can 
get a Recordak Microfilmer to match your needs which will 
photograph from 40 to 500 items a minute. 
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TAKES RISK OUT OF CHECK CASHING 


ROCKFORD, ILL. 


A liberal check-cashing policy can boost your business. 
And it needn’t be a risky headache. 

At latest count 25 markets of the Piggly Wiggly Midwest 
chain were using low-cost Recordak Microfilmers to cut red 
tape for customers, and to protect against lost or stolen checks. 

New Recordak ID Microfilmer takes a picture of the check 
casher as well as his check and identification—all for 14¢! 
Low-cost insurance that discourages the most wily ‘‘Bad 
Check”’ artist. This new microfilmer—which sells for $775 or 
rents for $25 per mo.—can be used most profitably by even 
small stores, auto-rental agencies, liquor dealers, colleges, 
plant security and police departments, and others wanting to 
play it safe with low-cost identifications. 














VALUABLE 
FREE BOOKLET 


It will pay you to read 
“Short Cuts that Save 
Millions.”” Shows how 
routines like yours have 
been simplified . . . how 
Recordak Microfilmers 
give you up to 80 pic- 
tures for 1¢. 


Prices quoted subject 
to change without notice 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming— 
and its application to business 
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415 Madison Avenue, New York 17, N. Y. , 
Please send free copy of ‘Short Cuts that Save Millions.” 
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Short cuts with Recordak Microfilming : 


Latest reports on how this low-cost photographic process is simplifying routines 
for more than 100 different types of business . . . thousands of concerns 
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by NEW PACKAGE POLICY 


for Retailers, Wholesalers and Distributors 


Yes, the new Phoenix Package Policy leads 
you out of the insurance wilderness. You 
can stop wondering — and worrying — 
about overlapping coverages or loopholes 
in your protection. Now you can combine 
fire, extended coverage, burglary, water 
damage, transportation and other perils to 
your merchandise into a single convenient 
policy. In addition, you receive either sub- 
stantial savings over separate policies or 
much broader protection. For details, con- 
sult an agent representing one of the 
Phoenix of Hartford companies. 


WHEN YOU BUY INSURANCE 
BUY INTEGRITY 






l R D INSURANCE 
COMPANIES 
Ali forms of Insurance except Life 
The Phoenix Insurance Company 
The Connecticut Fire Insurance Company 
Equitable Fire & Marine Insurance Company 
inneapolis Fire & Marine Insurance Company 
Reliance Insurance Company of Canada 
Executive Office: Hartford 15, Conn®cticut 
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War II and, before that, as a barge 
company executive, river pilot, 
master, towboat designer, and cabin- 
boy. (His father was a pioneer river 
man on the Ohio, Illinois and 
Mississippi rivers. ) 

Federal had fallen on lean days— 
in the years immediately preceding 
Capt. Ingersoll’s assumption of the 
duties of president. Losses ran as 
high as $2.6 million a year and 
management of the company passed 
back and forth in the hands of poli- 
tical appointees. 

Capt. Ingersoll’s first move was to 
shuck off 21 freight terminals which 
the company owned but which were 
more a liability than an asset. As 
he explains it, the terminals had 
workers whose wages were “guaran- 
teed” —“‘that is, they were getting 
paid for time not worked.” The re- 
sult was the maintenance of work 
crews at high pay when there was 
no business in the terminals for the 
crews to handle. 

Since he believed the terminals 
should be locally operated private 
businesses anyway, Capt. Ingersoll 
drew up a plan to divest Federal of 
these far-flung port operations. 

He succeeded and, after the ter- 
minals were sold in 1947, the barge 
line’s payroll was cut drastically and 
the picture began to improve im- 
mediately. 

“As long as the company had gone 
along carrying these terminals it 
would have been very difficult to 
find a buyer for it,” he comments. 
“You didn’t need a doctor’s degree 
to see the need for such changes as 
the one involving the terminals,” 
Capt. Ingersoll recalls. “It was 
written in letters five feet high.” 

Late in the 1940’s, when he saw 
that the barge line equipment was 
getting dangerously obsolete and 
Congress was not inclined to spend 
an amount sufficient to give the line 
adequate new equipment, Capt. 
Ingersoll began to push hard for an 
early sale of the company to private 
enterprise. 

The House Small Business Com- 
mittee of the 80th Congress held 
public hearings in the area served 
by the barge line to sound out public 
opinion on the possible sale. It 
found shippers were in favor of the 
barge line’s continuation either as 
a private enterprise or as a govern- 
ment agency, while the barge in- 
dustry favored liquidation of the 
company and sale of its properties 
to existing companies. 

The House committee struck a 
compromise, recommending that the 
barge line be continued until sold 
as a going concern to interested 
private parties. 

Between 1948 and 1951, accord- 
ing to Captain Ingersoll, five dif- 


ferent private groups showed an 
interest in buying the company. 
Each was referred to the Secretary 
of Commerce, but in each case nego- 
tiations were inconclusive. Then, in 
September, 1951, Captain Ingersoll 
resigned. 

When Capt. Ingersoll returned to 
Federal for the second time he con- 
tinued to make the changes he felt 
necessary to put the company in 
the best possible operating position. 
He reduced overhead by terminating 
one inefficient ship repair yard 
owned by the company and by sell- 
ing another—now known as Saucer 
Marine Service, Inc., of New Orleans 
—to the men running it. 

The barge line today has some 
200 employes ashore, about 450 
working in the company’s rivergoing 
fleet of towboats, barges and tugs. 

The boatmen belong to the 
Masters, Mates and Pilots Associa- 
tion, AFL, the Marine Engineers 
Benevolent Association, and the Na- 
tional Maritime Union. When their 
boss was the big, impersonal federal 
government sitting in Washington 
they lacked many of the rights 
which other organized workers take 
for granted—including the right to 
strike. Only when the barge line was 
sold to private interests did they 
regain that right. 

The future looks bright to Federal 
Barge and, indeed to most of the 
major barge lines of the Mississippi 
River system. 

One cloud on the horizon is the 
current low-water condition near the 
junction of the Mississippi River and 
the Illinois Waterway. This condi- 
tion, caused by the worst drought 
since the mid-thirties, has affected 
some of Federal’s barging opera- 
tions. Serious as the situation is, it 
is one which a few heavy rainfalls 
would quickly correct. 

Just as Federal pioneered modern 
barge navigation on the Missouri 
river in the ’30’s and ’40’s, the com- 
pany today is pioneering technologi- 
cal developments in the barge in- 
dustry. 

Its two new towboats—the Mac- 
leay and the Missouri—are both of 
radically advanced design—quadru- 
ple screw and extremely shallow 
draft—the only two such towboats 
that are on the Mississippi River 
system. 

The Missouri is the first big 
river towboat designed and equipped 
to burn cheap, heavy residual fuel 
oil rather than the more expensive 
marine diesel fuel used in other tow- 
boats. 

With a management alert to the 
possibilities for continued improve- 
ments in efficiency such as these, 
Federal Barge can face the future 
with confidence. END 


NATION’S BUSINESS: FEBRUARY 1957 




















DIAL-A-MATIC 


Set 


* Just turn the dial 
—get a copy 
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world's easiest copying 
method. It automatically 
makes all adjustments to 
copy anything. 


Styled by 
Charies E. Jones & Assoc. 
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Now get an exact photocopy of anything 
—in seconds. With the new all electric 
1957 Apeco Dial-A-Matic Auto-Stat, you 
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copies—and it’s so easy. The magic touch 
dial control assures a perfect copy every 
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less steela- the Apeco Auto-Stat is hand- 
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color on opaque or transparent paper— 
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ered with lifetime service guarantee. 
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INTEREST 
continued from page 39 


indicate in the market place that 
they want most. 

If there were no interest, every- 
body would want as much money as 
he could get and the supply would 
soon run out. If interest were held 
arbitrarily at very low rates, it would 
be necessary for government to 
ration funds. It would decide that 
Bill could have $10,000 at no in- 
terest or at one per cent but that 
Tom could have none because there 
wasn’t enough for both. 

In our free, competitive economy, 
individuals who have saved some of 
their earnings make this decision. 

They can invest their money in 
physical things such as houses or 
stores, or buy equipment to set 
themselves up in business, or they 
can lend it. To whom they lend it 
depends on many things including 
security, liquidity and rate of re- 
turn—that is, what is conventionally 
known as interest. 

This search for security and for 
liquidity would continue even if 
there were no interest or if all in- 
terest rates were equally low because 
lenders favor those borrowers who 
would take best care of the money 
and return it when it was called for. 

For this reason the federal govern- 
ment which can guarantee 100 per 
cent return, in dollar terms, and 
moderate to excellent liquidity for 
any funds it borrows, has a competi- 
tive advantage when it approaches 
lenders. Some state and local gov- 
ernments, such as New York, can 
borrow at even lower rates because 
their credit is so good and their 
paper is tax exempt. 

Corporations, whose security is 
almost as great as that of the federal 
government or the state of New 
York, may also borrow at competi- 
tively low rates. 

Some small would-be borrowers, 
on the other hand, may be able to 
offer good security, but are so un- 
known that their paper will not sell 
well in the market. They, therefore, 
have poor liquidity. This tends to 
penalize, among others, small gov- 
ernmental jurisdictions, and home- 
owners. 

Institutional devices have been 
developed for improving this parti- 
cular situation. Among them are 
the FHA and the VA. An insurance 
company in New England can buy 
a mortgage made in San Diego with 
relative confidence if the mortgage 
has been insured by the FHA or 
guaranteed by VA. 

When interest rates are permitted 
to move freely, some borrowers are 
able to use rate of return to com- 
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pensate for their deficiencies in 
security or liquidity. They offer to 
pay a higher price for the use of 
money. In this way interest actual- 
ly helps some people to get money 
because, if the rate is tempting, 
lenders make concessions as to 
security and liquidity. 

It is obvious that a borrower 
would not make an attractive offer 
unless he believes that people are 
willing to buy automobiles, air con- 
ditioners, refrigerators, clothes, or 
whatever he plans to make, at prices 
which will make it profitable for him 
to borrow at this price. 

His willingness to pay more for 
money means that other users of 
funds—such as home builders—will 
have to compete with this price to 
get funds. 

Even a free interest rate—that is, 
one without any government inter- 
ference—is not a perfect regulator. 
One problem is that size and history 
tend to give an advantage to large 
and older corporations and govern- 
mental jurisdictions. 

But the system is relatively im- 
personal. Decisions are made, even 
if crudely, by the market, which 
determines what the people want 
and tries to satisfy their choices. 

The need to pay interest on bor- 
rowed funds reduces the number of 
buyers in the marketplace. People 
who are not able or willing to pay 
interest must either forego or delay 
purchases until they have saved 
sufficient money to pay cash. In 
either case, pressure on the supply 
of goods and services is relieved. 


Channeling the flow of savings 


Interest permits the market to 
channel the flow of savings to the 
institutions and operations which 
demonstrate they can make the best 
use of the savings. Individuals who 
save have an opportunity to invest 
in savings and loan association 
shares, bank deposits, insurance pay- 
ments, and evidences of debt such as 
government bonds and private stocks 
and bonds. 

Savings and loan associations 
grew most rapidly of all important 
savings media from 1945 to 1955. 
Pension funds are growing most 
rapidly now. The demand for hous- 
ing was intense after World War II. 
That demand has since slackened, 
relative to total demands. And sav- 
ings are shifting elsewhere to some 
extent. The market is working . 

The workings of the market have 
caused commercial banks to become 
more competitive. They have re- 
cently been authorized to raise their 
interest rates, and are going after 
business more aggressively. That is 
a sign of competition. 

As interest is a device for chan- 
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Gray Audograph 


America’s Finest New 
Dictating Machine! 


You can get immediate delivery of this 
handsome new Gray Audograph — with 
no down payment, no deposit. Gray’s 
Rent-Purchase Plan includes guaranteed 
maintenance and Federal Excise Tax. 
Gives you the option to purchase — 
with full credit for basic rental payments. 

Audograph is the modern business re- 
corder with the exclusive Blue Disc — 
the money-saving plastic disc which can 
be used over and over again, filed, or 
mailed like a letter. 


Less than $14 a month 


If you dictate 3 letters a day, you'll actu- 
ally save more in correspondence costs 
alone than the low monthly rental — as 
low as $14 a month! And your new Audo- 
graph brings all the benefits of modern 
instani dictation service, whenever and 
wherever you want it. 

Mail the coupon below for your free 
copy of the informative 4-color booklet 
“Talking Business” and details of the 
Rent-Purchase Plan. 
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Be2O “babies” 
your LCL 


You can trust B&O Time-Saver 
Service! It combines the 
advantages of rail transportation 
and outstanding carrier 
experience to give you maximum 
dependability. That’s why 
less-than-carload freight 

reaches its destination 
dependably on-time. And your 
LCL is treated 
carefully ... 
on quick 
schedules, too! 
Yes, it’s a 
smart move 

to ship 
via B&O! 
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INTEREST continued 


neling savings to institutions and 
uses, it is of necessity a device for 
setting the price for the use of the 
savings. 


Control 


Finally, interest is used as an in- 
strument for arbitrary control of the 
economy. Unfortunately such arbi- 
trary control is necessary, because as 
yet there is no fully automatic 
method for adjusting the supply of 
money and credit to the needs of the 
economy. This is a weakness in the 
system. Men, rather than the mar- 
ket, must make decisions as to what 
general interest levels must be. 

This dilemma could be evaded if 
we wanted to shift to taxes or the use 
of the federal debt as instruments of 
control. If taxes were raised prompt- 
ly at the first threat of a price rise, 
or if the federal government shifted 
from short to long-term debt in a 
hurry, the supply of available money 
and credit could be, and has been, 
affected. But these techniques are 
too cumbersome and dangerous to 
use for control purposes, except in 
really serious situations. 

Interest rates offer a more sensi- 
tive though far from perfect instru- 
ment for control. 

Control is necessary in order that 
the economic system have a volume 
of money and credit which can ex- 
pand as the economy grows. So the 
banking system must have powers to 
create money and credit. But it is 
important also that the expansion in 


the money supply should not pro- 
ceed at an inflationary rate. 

The Federal Reserve Board has 
several tools to use in supervising the 
total supply of money and credit. 
They include, among others, the 
Board’s ability to set reserve require- 
ments, the interest rate on savings 
which it permits banks subject to its 
jurisdiction to pay, the power to buy 
and sell securities, and the discount 
rate which it charges banks which 
use its facilities. All these tools de- 
pend at least in part on their effect 
on interest. By permitting payment 
of higher rates of interest at one time 
than another, the Board permits 
commercial banks to compete more 
freely with mutual savings banks 
and savings and loan associations to 
attract savers. By raising reserve re- 
quirements, the Board reduces the 
amount of money the banks may 
lend at interest. By selling or pur- 
chasing securities, it influences the 
supply of available funds. By raising 
discount rates, it increases the cost 
to the banks of obtaining funds from 
the system. This means that, be- 
cause their own costs of money have 
gone up, banks must charge a higher 
rate. This has many implications, 
psychological as well as profitwise. 

Other government agencies have 
also controlled interest rates directly 
or indirectly. Examples are the 
limits set on Veterans Administra- 
tion and FHA loans, as well as the 
support given the price of federal 
bonds even when the impact of this 
action was inflationary. 

Price control was abandoned for 
most commodities soon after World 

(Continued on page 56) 





HOW INTEREST WORKS 





After young Bill and Mary Summers had saved enough money for 
a down payment on a home, they borrowed about $10,000 from the 
First Federal Savings & Loan Association at four per cent. The As- 
sociation got most of its money from other families in the community 
who were saving for retirement and for other long-range purposes. 
About $500 of the $10,000 came through money the First Federal had 
borrowed, largely, though indirectly, from insurance companies. 

Of each $4 received in interest each year from Bill and Mary 
Summers, the First Federal paid out about $2.50 in interest. The 
savings of other families made it possible for Mary and Bill to get the 
money to buy their home. Their payments helped support retired 
families, and families dependent on insurance checks. 

As Bill and Mary’s income grew, they bought an insurance policy, 
and made regular payments. This meant that their savings were 
available so that other families, too, could own a home. 

By the time they retired, the mortgage on their home was paid off, 
they had enough bonds in addition to their savings and loan shares 
and a few industrial shares, to supplement their company pension 
plan and to enjoy a comfortable income. Their savings were bringing 
them greater security. Debt and interest helped them get started, 
and while helping others get started they were helped again. 
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Cost savings made possible by an Armco Steel Building more than paid 
for the extra feature of the attractive front on this 40’ x 96 display center. 


One of two 28’ x 60’ Armco Steel Buildings that serve Dri-Gas in a Mil- 
waukee installation, this structure is a sales office. The other is a warehouse. 


You can meet a wide range of commercial and industrial 
requirements at low cost with prefabricated Armco Steel 
Buildings. They are available in thousands of sizes up 
to 100,000 sq. ft. or more. Clear-span widths up to 100 feet. 


Construction is fast—and at a saving. Factory-made 
panels come ready for easy, economical assembly. Archi- 
tectural treatment can be applied outside and decorative 
treatment inside. Standard insulating materials can be 
used where desired. 


For specific information on how an Armco Steel Build- 
ing can meet your needs, just mail this coupon. Armco 
Drainage & Metal Products, Inc., Middletown, Ohio. Sub- 
sidiary of Armco Steel Corporation. In Canada: Armco 
Drainage & Metal Products of Canada, Ltd., Guelph, Ont. 











Two months after the Armco Building was ordered, this 20’ x 192’ motel 
was ready for occupancy. Its 1] units and office are air-conditioned. 





Five men erected this 28’ x 60° tractor sales building in one week. You 
can get “under cover” quickly with low-cost Armco STEELOX® construction. 


GET HIGH QUALITY AT LOWER COST... 
SPECIFY AN ARMCO STEEL BUILDING 


Modern factory-produced Armco Steel Buildings in more than 5,000 different sizes provide 
the custom-tailored buildings you need at a big saving. They are attractive, weather- 
tight, fire-resistant, require minimum maintenance. For details, mail coupon below. 
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at 


ARMCO DRAINAGE & METAL PRODUCTS, INC. 
527 Curtis Street, Middletown, Ohio. 


Send me complete information about Armco Steel Buildings for the 
following use: 





Size 
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Company 





Street 





City. Zone State 
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MOVING TO CHESSIE’S RAILWAY 





—_—_ 





We made sure 


the money was there 


From every angle the town seemed ideal for 
the large industry we were trying to locate. 


Just one consideration gave us pause: 


The new plant would mean a considerable 
increase in population. To serve the new- 
comers, the town would have to have new 
schools. It would have to extend water mains 


and sewers. It would have to pave more streets. 


Could the town afford to provide all these 
added facilities? 


Before we did anything else, we sent in one 
of our experts to make a study of the town’s 
credit. What was its bonded indebtedness? Its 
tax rate? Its assessed valuation? 





Chesapeake and Ohio 


Railway 


SERVING: VIRGINIA * WEST VIRGINIA * KENTUCKY 
OHIO « INDIANA * MICHIGAN * SOUTHERN ONTARIO 


His investigation showed the town finances 
were in excellent condition. So next we talked 
to the members of the Town Council. Would 
they be willing to spend the money? They 
assured us they would. 


With us it is routine to try to visualize all the 
possible effects of a new industry and a com- 
munity upon each other, and to avoid possible 
sources of conflict. 


When you ask for help from the Chesapeake 
and Ohio Industrial Development Depart- 
ment, you are enlisting the services of a team 
of specialists. We think you will be pleasantly 
surprised at the thoroughness of our research, 
and the amount of pertinent information we 
can round up. 


Write for new booklet describing industrial resources 
and opportunities in C&O territory. Address: 
Wayne C. Fletcher, Director of Industrial Devel- 
opment, 3202 Terminal Tower, Cleveland 1, Ohio. 
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YOUR TROPICAL MAN 


USE HIS “KNOW HOW” 
AND YOU'LL GET BETTER 
MAINTENANCE PAINTING 


... Over 40,000 companies will 
benefit by his advice this year! 


His daily on-the-job experience with all types of interior and 
exterior maintenance painting problems and their solution can 
make the Tropical man invaluable to you. Many companies 
make substantial annual savings by following his advice. 


He is backed by a team of chemical research and manufactur- 
ing experts specializing in the formulation of heavy-duty 
industrial paints to meet modern conditions. 


Join the 40,000 companies that will profitably follow his 
recommendations this year. Talk to your Tropical man! 


FREE-PAINT RECORD BOOK! 


Your business letterhead request brings a free copy of 
the Paint Record Book. Records areas painted, dates, 
brands used, quantities, costs, durability. Send for it today! 


TROPICAL PAINT COMPANY, 1134-1292 W. 70TH ST., CLEVELAND 2, OHIO 


Heavy-Duty Maintenarn Simee 1883 








INTEREST continued 


War II, but it was, in effect, main- 
tained for money until 1951 by 
means of this market support for fed- 
eral bonds, with quite notable effects 
on prices for commodities. 

Interest, therefore, serves many 
purposes. But the cost is low. When 
we consider how expensive govern- 
mental regulations are and what it 
costs to support such work by the 
federal, state and local governments, 
a $20.7 billion outlay in 1953 and a 
$23 or $24 billion outlay in 1956 
might seem a low price to pay for an 
automatic allocation system which 
leaves us relatively free from con- 
trols by dictators. 

But, this is only half the story. 
The $20.7 billion paid in 1953 went 
right back into the financial stream. 

Individuals and families, for in- 
stance, paid out $5.7 billion and 
received in return $7.1 billion. In- 
dividuals received far more in in- 
terest than they paid out in interest 
to other individuals or to financial 
institutions. So the family that 
saves some of its money during its 
working years and, after retiring, 
lives on the return from the money it 
invested has a healthy respect for 
interest. The $7.1 billion flow of in- 
terest back to families is just as 
significant to the well-being of the 
populace as the $5.7 billion which 
families spent in the form of interest 
for other people’s money which they 
had borrowed. 

In addition to the $7.1 billion in 
interest that went to individuals in 
1953, another $2 billion went to in- 
corporated and unincorporated busi- 
nesses. It is necessary for any or- 
ganization which has to _ invest 
appreciable sums to set aside re- 
serves for depreciation, losses, lia- 
bilities, and other hazards or obliga- 
tions. Society benefits if these 
reserves can be used, particularly if 
that can be done without sacrificing 
liquidity or safety. Business in gen- 
eral had more than $120 billion in 
various accounts in 1953, a good pro- 
portion of it in obligations of the 
federal government. As a matter of 
fact, the SEC estimates that, in 1953, 
U. S. corporations had nearly $23 
billion of U. S. government securi- 
ties or receivables. Other notes, ac- 
counts, and securities came to more 
than $67 billion. The $2 billion re- 
ceived for the use of these funds is 
a rather small charge. 

Banks received $6 billion in the 
form of interest in 1953. This rep- 
resented interest paid on more than 
$130 billion in loans. This includes 
$29 billion in real estate loans, $27 
billion in commercial and industrial 


NATION’S BUSINESS: FEBRUARY 1957 

















whatever your business... 
this makes good business sense 


SMITH - CORONA 
PACEMAKER 
$169.50* 


plus tax 











Feature for feature your best typewriter buy! 


The Pacemaker — See for yourself its modern design... its Customstyled Keyboard — For speed, ease, typing with no 
sturdy construction ... its full standard size! waste motion. Fingertip-shaped keys for faster typing, 


: , fewer errors. 
The Pacemaker — Try for yourself its superspeed action... 


its featherlight touch . . . its simplicity of operation! Half Spacing — Easiest, simplest method of error control 


; and line justification on any typewriter. 
The Pacemaker — Look at it carefully, feature after feature. ; y WI 


You get so much for so little! Full-Width Tabulation — Can be set to stop carriage at any 
point, saves time in correspondence and columnar 

Check these more-for-the-money PACEMAKER features: tabulation. 

Quickset Margins — Smooth, fast, dependable. Quickly posi- Meet the PACEMAKER in person! Visit your nearest Smith- 


tioned with a flick of the finger. 


Corona dealer for an eye-opening demonstration. 
*Manufacturers list price subject to change 


SMITH-CORONA INC SYRACUSE 1 NEW YORK 
























































Proud of your 


trademark? 






Zippos 
will 
carry it 


everywhere 





A lot of hard work and future 
hopes are wrapped up in your 
trademark. It’s the face your bus- 
iness shows the world. Why not 
have it still more widely known— 

_ in full, rich color on the gleaming 
surface of a Zippo? 

Give Zippos as business gifts 
and you can be sure that your 
customers will use them. 20... 
40...60 times a day, your mes- 


sage will flash before them, just 
as surely as the Zippo sparks into 
flame. 

There’s something about the 
ease of use and utter reliability of 
a Zippo that makes it part of a 
smoker’s personality. It’s carried 
everywhere—your message with it. 
That means utmost mileage for 
your message, at modest invest- 
ment. Just mail coupon. 


ZIPPO. 


ZIPPO MANUFACTURING COMPANY, BRADFORD, PA. 


In Canada: Zippo Manufacturing Co., Canada Ltd., Niagara Falls, Ont. 


ZIPPO MANUFACTURING COMPANY 
Dept. N-1112, Bradford, Pa. 


Please give me full information about business gift Zippos. 


Name 





Firm 





Address 
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INTEREST continued 


loans, $5 billion in loans to agricul- 
ture, $14.5 billion to consumers, in- 
cluding about $11.5 billion of con- 
sumer credit. Banks paid their 
stockholders $500 million in 1953; 
that is, the stockholders received 
about one per cent on the loans 
made. This $500 million in general 
got back into the financial stream 
and was used to keep the economy 
going. 

Insurance companies, including 
pension plans, received $3 billion; 
savings and loan associations a little 
more than $1 billion. Nonprofit or- 
ganizations such as hospitals and 
schools received about $100 million 
in the form of interest payments. In- 
surance companies paid out approxi- 
mately $17 billion in dividends 
and benefits in 1953. Three billion 
dollars was available from interest 
earnings to help meet this pay- 
ment. Without interest it would 
have been necessary for premiums to 
be one-sixth higher or for payments 
to have been reduced by about 18 
per cent. 

Interest rates are currently higher 
than in 1953. This makes it possible 
for many insurance companies either 
to increase their benefits or reduce 
the premiums. Interest is an im- 
portant part of insurance company 
operations, particularly life insur- 
ance company and pension fund 
operations. It is important to every- 
body who holds insurance, particu- 
larly life insurance policies. Pension 
funds alone probably have a current 
income from investments of about 
$500 million a year, a sum which is 
not far from their current benefit 
payments. If interest were curtailed 
or eliminated, the cost of pensions 
like the cost of insurance would rise 
sharply. 

Interest thus serves to support 
segments of the economy, such as 
banks and insurance companies 
which underwrite risks and ration 
money and credit for members of 
the economy. 

The complaint that interest rates 
are too high for this or that purpose 
is often really a complaint either 
that there is not enough productive 
capacity in the economy, or that 
the institutional devices by which 
interest rates are set for particular 
parts of the economy are not ade- 
quate for their responsibility. The 
remedy then may lie in greater sav- 
ing, and in further. improving the 
institutions—as the FHA improved 
the residential mortgage system in 
the 1930’s. The attack should not be 
against the interest system as such. 

—RoBINSON NEWCOMB 
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Automation-produced Printed Circuit 


Silent as the stars...then, whoosh 


The quiet blanket of stars above your head is an inferno 
to the astronomer’s eye. 

Constantly moving in fiery galaxies, these exploding, 
flaming, glowing bodies haven’t had a dull moment in 
their multi-billion-year existence as mammoth nuclear 
energy furnaces. 

Keeping in mind their total stillness, as we perceive 
them, and their blazing, crashing, slamming velocity 
as we know them—let’s come down to earth for a look 
inside a company where something like this spectacular 
universe is being studied and used, in miniature. 

Subject of this Stromberg-Carlson research is “stereo- 
tronics’—the world of the solid state. No scurrying 
electrons spilling through tenuous gases or racing 
through vacuum, here. The matériel of “stereotronics” is 
solid. But, as in the world of the stars—the physical 
stillness is only apparent. 


What's really happening is the equivalent of WHOOSH! 


SC 


A TRANSISTOR responds, in micro-seconds, to a 
tiny impulse and passes orders to a large electric 
current to do a job. 


A THERMISTOR puts its postage-stamp size 
against a giant of electric force and lets the latter 
pass through only as required. 


A MAGNETIC CORE can “report” by a burst of 
energy that something has or hasn’t occurred. 


A DIODE acts as a traffic cop on pre-determined 
electronic signals, passing some, barring others. 


Application? To guided missiles. To the homing of 
“blind” planes. To computers. To radar read-out sys- 
tems. To record-keeping on teletype switching systems. 
To anything which can be done better by electronics. 
If you have a question about how electronics can 
help your business to grow, we invite you to get in 
touch with Stromberg-Carlson. 
“There is nothing finer than a Stromberg-Carlson” 


STROMBERG-CARLSON COMPANY 


A DIVISION OF GENERAL 


OYNAMICS CORPORATION 


General Offices and Factories at Rochester, N. Y.—West Coast planis at San Diego and Los Angeles, Calif. 


Civilian and Military Electronic Products @ Telephones and Central Office XY® Dial Equipment, Pagemaster®, Relays and Switches @ Sound Systems, Radio and Hi-Fi 
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come down here thig minute, Henry Jones 








Henry: Martha. Really! 
Martha: Don’t ‘Martha Really” me! 


Henry: This isn’t like you, dear. After all, I left you with 
a thriving business and a secure... 


Martha: Henry, did you remember to get in touch with the Man 
from Equitable? 
Henry: I had a note in my pocket to call him. 


Martha: He planned to get you, the lawyer, and the banker 
together to talk about a new kind of business insurance. 


Henry: I know I wrote it down... 


Martha: He wanted to show you how we would have money for 
inheritance taxes, without having to sell the business. 





Henry: It was on a little piece of paper... 


Martha: Well, Henry, we didn’t have enough to pay the 
inheritance taxes. We had to sell the business 
for much less than it was worth. 


Henry: I guess I never did call that Man from Equitable. 
Martha: I guess you never did, Henry. 

Henry: ‘Terribly careless. 

Martha: Terribly. 

Henry: Not like me. 

Martha: Not like you. 

Henry: Now what did I do with that harp? 





Living Insurance 
for Business 
ry Equitable 




















NEW WAY TO SPOT 
leaders 


Here are five basic manager types 


and 14 tasks which they perform 


THE EXECUTIVE in a democratic society must 
always walk the tightrope between the consent he must 
win and the control he must exert. 

He does this on a stage where the props always in- 
clude goldfish bowl and grapevine. 

In the process, many psychologists contend, his basic 
tendency as a person will cause him to develop into 
one of five basic leadership types: 


> The bureaucrat who lives by the rule book. 

» The autocrat, who makes his own rules. 

> The diplomat or manipulator. 

>» The expert, more concerned with his specialty than 
with power. 

> The quarterback or team leader. 


Although business management today is accenting 
the quarterback type of leadership more than ever, a 
group of pathfinding research psychologists has con- 
cluded: 

“There is no such thing as a good leader, per se.” 

After ten years of study of leadership qualities in 
business and other fields, for example, the Personnel 
Research Board at Ohio State University is convinced 
that the good leader does not exist in the abstract, but 
in terms of what he does in a specific situation. The 
army officer with the brilliant combat record may flop 
when he leaves the service for an industrial relations 
post. A distinguished banker may botch his assign- 
ment as a U. S. ambassador, just as the top machinery 
salesman may stumble badly as chairman of a com- 
munity chest drive. 

For this reason the Personnel Research Board has 
undertaken a different approach to executive appraisal. 
Since an executive’s effectiveness depends quite as 
much on the nature of the enterprise, its purposes, its 
people, as upon his own skills, the Board feels that 
assessing leadership by compiling character traits in 
a vacuum is a waste of time. 

It has sought to gain realistic clues to leadership 
by observing and appraising the relationship between 
the leader and his group as they work together day by 
day. 

“In our view,” says Dr. Carroll L. Shartle, engineer 
turned psychologist who directs the Personnel Re- 
search Board activities, “the leader is best judged in 
terms of what others do to obtain the results he is there 
to get. How does he behave in a spot where the effect 
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of followers upon him may be as crucial as his effect 
upon them? They may, for example, put up road- 
blocks to carrying out his orders because they are hos- 
tile toward him. If he feels he is being thwarted, he 
may intensify antagonism by repeating the very actions 
which aroused their desire to frustrate him in the first 
place. Or they may respond affirmatively to his in- 
fluence, and develop what the Navy calls a taut ship. 

“There’s a certain ambivalence in attitudes to- 
ward the leader,” Dr. Shartle continues, “because 
people want to be independent and dependent, all at 
the same time—to assert themselves and to be told 
what to do.” 

To ensure a balanced approach for his project, Dr. 
Shartle recruited an “interdisciplinary” team from 
Ohio State faculty and graduate students in business 
administration, economics, sociology, engineering, 
psychology, with prominent businessmen and ad- 
ministrators acting as advisers to accent the practical. 

“We had to drink a lot of coffee,” remarks the PRB’s 
ace economist, Dr. Alvin Coons, “in trying to learn 
each other’s language. Without a common vocabulary, 
we knew we would lose the benefits of converging on 
the problem from many sides.” 

The PRB so far has spent nearly $1 million to detect 
and define leadership performance among business 
executives in insurance, merchandising, metals manu- 
facture, other fields; managers of farm cooperatives; 
superintendents and principals of elementary and high 
schools, commanders of medium bomber squadrons 
in Korea, Japan, the United States; naval officers 
on destroyer and submarine duty and at Pentagon 
desks. 

“We have come up with no quick and easy gim- 
micks,” says Dr. Shartle. “The fact is that we are 
making the businessman’s work harder at first so that 
it can be made easier later on.” 

He is confident that study results can be advanta- 
geously applied to improve executive selection, place- 
ment, promotion, transfer, rotation, training. Also 
adaptable to business management is the PRB’s com- 
bination of four research tools: interviews-in-depth to 
determine the leader’s own sense of place and purpose 
within the organization; observation of the leader on 
the job, from running a conference to dictating a letter; 
gathering opinions about him from associates; his own 
rating of his proficiency along with ratings by supe- 
riors, subordinates, peers, on a scoring scale designed 
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to measure both actual and ideal performance, as seen 
by those most concerned. 


From evidence thus amassed, the PRB discovered 
that the executive carries out 14 or more tasks. 

HE PLANS, in making decisions which shape organi- 
zation objectives. 

HE COORDINATES, in integrating both units and 
individuals. 

HE EVALUATES, in gauging the soundness of policy 
and practice. 

HE INTERPRETS, in clarifying rules and directives. 

HE PREPARES PROCEDURES, in mapping new methods, 
revising old ones. 

HE INSPECTS, installations, buildings, facilities, 
services. 

HE CONDUCTS INVESTIGATION AND RESEARCH, in 
accumulating data. 

HE PERSONNELIZES, in choosing and promoting 
employes, and in maintaining discipline and morale. 

HE SUPERVISES TECHNICAL AREAS, in keeping an 
eye on accounting, or engineering. 

HE PUBLICIZES, in fostering opinion favorable to 
the enterprise. 

HE NEGOTIATES, in arriving at contracts, settling 
claims. 

HE CONSULTS PROFESSIONALLY, in giving advice 
or aid in financial, administrative, other problems. 

HE SCHEDULES, in laying out the sequence of 
operations. 

HE EXPERTIZES, in personally discharging special- 
ized tasks such as briefing the sales staff, checking a 
blueprint. 

The amount of time given to any of these pursuits 
necessarily shifts with the position occupied. In one 
firm, for example, the president devoted 20 per cent 
of his day to public relations, the treasurer none, the 
office manager 1.5 per cent. By contrast, the office 
manager put 20 per cent of his man hours into human 
relations, the president six per cent, the treasurer none. 
But the treasurer assigned 20 per cent of his time to 
evaluation, the president 17 per cent, the office man- 
ager six per cent. 

















U U 


The Bureaucrat 
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The Autocrat 


The executive can heighten his efficiency by break- 
ing down his daily activity into its functional com- 
ponents and taking a look at them as they relate to 
each other. He can then see for himself if he is allocat- 
ing his time as well as he should. 

This should help him understand his work pattern 
—a concept on which the PRB places great stress. 

The importance of a leader’s “work pattern” is il- 
lustrated by this case history: 

Mr. B, head of a thriving company of 500 employes, 
had five principal subordinates to whom he delegated 
a great deal. He also traveled considerably to maintain 
contacts and make speeches. Staff meetings and con- 
ferences were held regularly and dealt mainly with 
over-all policy on which his word was accepted pretty 
much as final. He allowed the staff to keep reports 
to a virtually irreducible minimum. 

One source of conflict that sometimes broke out 
into sharp dispute was that Mr. B came back from 
his journeys with ideas which his five colleagues con- 
sidered wild and which they felt they had to knock 
down. In other respects, aside from the frictions in- 
evitable in any organization not dead on its feet, the 
six men developed a cohesive, harmonious crew. 
Everybody knew where he stood. The company, the 
smallest in a competitive field, was forging ahead. 

However, Mr. B left for the presidency of another 
firm. The board of directors decided that none of the 
five subordinates was yet ready to take over the top 
spot, and finally picked Mr. C who enjoyed a fine 
reputation in the industry. 

Mr. C’s work pattern differs drastically from that 
of his predecessor. Mr. C sticks close to the office. 
He demands elaborate reports. He asks constantly 
about details. Staff meetings and conferences are held 
irregularly, deal mainly with day-by-day operations. 

The five subordinates are restive. They feel that 
their responsibility and authority are being restricted, 
that they are, in effect, being demoted. They urge 
Mr. C to continue the out-of-town visits and other 
public relations activities Mr. B had carried out with 
such finesse. Mr. C concedes the need for this work; 
but instead of taking it on himself he rotates it among 
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Spot leaders continued 


his five aides. They complain that these absences 
undermine their control of their respective units, par- 
ticularly since Mr. C likes to act as stand-in when- 
ever one of them is away. 

Meantime, company profits are dipping despite a 
superboom in the industrial sector to which it belongs. 

The trouble could be that Mr. C’s work pattern is the 
very opposite of the one to which the staff had been 
long committed and accustomed. 

This does not imply that an executive’s work pattern 
is so inflexible that it cannot be adjusted to the chal- 
lenges of a new position, especially if its duties are dis- 
similiar from those previously carried out. On the 
other hand, every experienced executive does develop 
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The Quarterback 
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a habit cluster, a design for delivering, which he takes 
with him, in whole or in part, when he moves from 
one post to another. 

If, therefore, a staff is doing well, and loses its 
chief, “it would be wise,” says Dr. Shartle, “to consider 
replacing him with someone having a similar pattern. 
If a staff is doing badly, it might be equally wise to put 
in a new head, with a distinctly different pattern, even 
though this might bring discord and turnover among 
subordinates.” 

The Personnel Research Board staff concedes that 
there is much about leadership that eludes detection in 
the same way that nobody can explain the gift of the 
genuine artist. On the other hand, it affirms that many 
elements of leadership can be isolated and rendered 
into the general rules of an applied science. Toward 
this end it has undertaken to evaluate leadership be- 
‘havior in two areas: 


1. Consideration, or the human relations side, with 
its tone of mutual respect, trust, warmth between 
leader and group; 
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2. Initiating structure in interaction, which is aca- 
demic jargon for getting the job done, with its as- 
sumption that the leader will originate, organize, keep 
things moving. 


To measure the individual leader’s proficiency in 
these areas the PRB has devised a descriptive scale 
based on 150 statements such as “He rules with an 
iron hand”; “He defends the group against criticism”’; 
“He is easy to understand”; “He rejects suggestions 
for change”; “He shows how each job fits into the 
total picture’; “He never explains his actions”; “He 
does little things to make it pleasant for the group.” 

On a frequency basis of “always,” “often,” “occa- 
sionally,” ‘‘seldom,” “never,” these statements are 
checked by the leader himself and by his subordi- 
nates. 

Each respondent is then asked to set down his 
own measures of good leadership, using the descrip- 
tion scale to prime the pump of his own thinking. 

Broadly, subordinates will link good leadership with 
a low amount of domination but a high amount of 
direction. Bosses overwhelmingly stress the latter. 

Two variations of the description scale, invoked as 
score card and guide, have potential practical applica- 
tions for business management, according to Dr. 
Shartle. 

Here are two examples of the way this tabulation is 
used: 


1. An executive has ten subordinates who report di- 
rectly to him. He is asked to describe his own capacity 
as leader. Five of his staff are likewise asked to por- 
tray him as they see him in the flesh. The five others 
picture the ideal person for his job. The discrepancies 
between the three portraits yield significant sign-posts 
for executive development if only because the execu- 
tive’s self-delineation is frequently closer to the ideal 
set forth by his subordinates than to the way he ap- 
pears to them. 


2. An intermediate supervisor, whose boss is the fac- 
tory superintendent, is in charge of a crew of 15. The 
superintendent, the crew, the supervisor himself all 
describe his leadership behavior. The usual result: 
superior and subordinates agree to a greater extent 
about the supervisor than he agrees with their views of 
his performance. Analysis of these divergent silhou- 
ettes can pinpoint unsuspected deficiencies in group 
relations. 


None of us sees himself as others see him, yet to the 
PRB the fact that the leader’s self-image is often dis- 
torted justifies efforts to enable him to get it to cor- 
respond more nearly to the way he looks to others. 
He may then wish to comply with his staff’s prefer- 
ences. Or he may believe that any such change would 
impede progress in getting the job done. In either 
case, his judgment is likely to be more accurate if his 
self-image is modified by knowledge of the impres- 
sions he is making upon his associates. 

He rarely seems to realize the incessant scrutiny to 
which he is subject, from below, above, at his own level. 
Whether he is brusque or friendly, punctual or tardy, 
well-groomed or rumpled, whether he has too many 
martinis at lunch or is a buttermilk addict, whether 
he is in a rut or moving along, a joiner or a nonjoiner, 
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The Diplomat 


all are noted and talked about. They are noted and 
talked about with a candor that never fails to intrigue 
PRB observers. 

A buyer, for example, will remark: “Our manager 
is excellent, except that he’s not a self-starter. The push 
has to come from us. When we dump problems in his 
lap, he rubs his eyes and pitches in. But we think that 
if he were in business for himself, he’d go broke in a 
year.” 

A vice president will say: “We have a new chief 
here and we all think he’s terrific. He’s really got it. 
But his wife is a liability. She entertains the right 
people but she’s socially inept. It’s harmful to us 
because entertaining visiting firemen and the staff is 
one of the real duties that goes with heading up our 
company. The hell of it is you can offer a new boss 
a suggestion about the job itself, but what can you do 
when the trouble’s with his wife?” 

A department head: “We have a good man in D. 
But he’s touchy. And he grabs all the authority he 
can latch onto. He runs down his associates to build 
himself up. I’m not sure whether we should promote 
him or not. On the other hand, promotion might help 
to relieve his tensions and make him a better member 
of the team.” 

A secretary: “I think it’s wonderful for a man to 
love his family, I really do, but when he phones home 
five or six times a day about details, about the car and 
the furnace, there’s something wrong. I’d like to see 
him worry that much about the problems we’ve got in 
the office; there are plenty of them.” 

A personnel director: “The big boss is in a tough 
spot. He’s reached the top and he feels threatened 
because he sees the young blood we’ve brought in here 
preparing to take control. He doesn’t want to give in 
to them on expansion, on being more competitive and 
hard-hitting. But he’s waging a losing battle. At times 
he’s practically snarling and at other times he appears 
to sulk. I suspect that he’s put so much of himself 
into the job that when anything goes against him, he 
takes it like a personal affront—a rejection maybe— 
when it’s only an organization decision after all.” 
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Whatever the executive does, he will soon or late 
discover that “leaders are lonely people,” a point 
of view buttressed by research recently completed by 
American psychologists at other universities. 

They agree in essence that the leader, whether 
cordial or remote in manner, is destined to maintain 
a certain distance between himself and his followers. 
They also accept, to greater or less degree, the PRB 
emphasis upon the situation. They argue, however, 
that to understand the phenomenon of distance (as 
well as other aspects of leadership), more attention 
should be given to the five “basic tendency” profiles: 


Bureaucrat: They assert that the gap between execu- 
tive and employes is found in its most extreme form 
with the regulative type of leader. His passion for 
personal security is equaled only by his worship of 
system, with its rules, charts, routines. His stance 
toward superiors is that of appeasement while he 
avoids contact with subordinates as much as possible. 
When he does meet with them it is on a strictly official 
basis. His first demand of them is loyalty to the 
formalistic procedures of which he is the symbol. 

The employe attitude toward him is that of apathy 
touched with contempt. 


Autocrat: In the case of the directive type of leader, the 
distance element is substantially less. His relations 
with employes may be formal or informal, but they 
are frequent and tinged with the critical. He tends to 
believe that, by virtue of status, endowments, back- 
ground, or any or all of these, he is a member of the 
elite. However, he has to keep proving it to himself 
by having others acknowledge it. He therefore keeps 
reaching out after more power and prestige in a com- 
pulsive search for reassurance. While the bureaucrat 
lives by the rule book, the autocrat is his own book 
of rules. He may be subservient to superiors but is 
authoritarian toward subordinates from whom he 
expects obedience on a “father knows best” principle. 

The employe attitude toward him is that of antago- 
nism tempered by expediency. 


Diplomat: The manipulative type of leader represents 
the distance factor in the lone-wolf sense. He is an 
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Spot leaders continued 


opportunistic operator in his constant contacts with 
both superiors and subordinates. With his chess- 
player mentality, he regards them as objects to be 
moved across the board in a game of his contriving. 
He may lack the title of ultimate authority; yet 
through his insight into human motivations, he ex- 
ploits the individual’s aspirations and apprehensions 
to advance his own aims. 

He delights in the process of wielding a subtle, even 
shadowy, influence upon developments within an 
organization. 

The employe attitude toward him is one of distrust 
alloyed with grudging admiration. 


Expert: The consultative type of leader has a distance 
ratio which reflects the fact that he owes his standing 
to highly specialized aptitude or training. He is mostly 
a part-time leader, or resource person. Unlike the 
autocrat, or diplomat, he is less concerned with power 
than with his specialty such as statistics, market 
analysis, engineering, law, and the like. He tends to 





The parent symbol 


regard his function as that of assisting those in authori- 
ty to reach decisions which draw upon his sure-footed- 
ness in his field of competence. His relations with 
employes are largely those of the co-worker. To the 
degree that he is genuinely expert, he is likely to be a 
nontraditionalist. 

The employe attitude toward him is respect com- 
bined with the dislike which surrounds anyone who 
may change the status quo. 


Quarterback: Least in distance quotient is the integra-. 
tive type of leader. His ego requirements are mingled 
with those of the group. He tends to identify himself 
with them and to back them up even at the risk of dis- 
pleasing his superiors. He believes that what employes 
want above all from the leader is a sense of authentic 
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approval; that once this feeling prevails, production, 
discipline, morale will all be high. His first demand 
of the employe is cooperation to promote the goals 
of the group and strengthen its esprit and efficiency. 
Since teamwork through participation is his creed, 
contacts and communications are close, informal, 
whether up or down. He is emotionally more mature, 
than the bureaucrat, autocrat, diplomat. Less ration- 
alistic than the expert, he is more sensitive to the emo- 
tional needs and expectations of others. 

The employe attitude toward him is one of con- 
fidence, fused with affection and a certain resentment 
over being guided toward more responsibility than 
may be desired. 


Necessarily, these five classifications are neither 
pure nor absolute. Any type of leader at any moment 
may invoke the carrots and cudgels used by the other 
four. 

Although a group composed of very submissive in- 
dividuals will never be happy without a domineering 
task master, today’s trends in education and economics 
are putting a premium on the quarterback with the 
expert running second. Some 33 per cent of all Ameri- 
cans of college age now attend institutions of higher 
learning—as against four per cent 50 years ago, and 40 
per cent 15 years from now. On the whole, the greater 
the person’s education: the more intense will be his 
resistance to the red-tape fetishism of the bureaucrat, 
the arbitrary action of the autocrat, the connivings of 
the diplomat—a tendency magnified in a period of 
prosperity with its many career alternatives. 

Hence, if for no other reason, business management 
as it seeks to attract and hold trained people is accent- 
ing this type of democratic leadership. 

Concurrently, the complexity and subdivision of 
functions in business increasingly open up new areas 
for the expert as leader. 

Nobody is a leader all the time, as Dr. Shartle points 
out. A committee, for example, may decide to build 
a new plant. At various stages in planning and discus- 
sion, the leader may be a metallurgist, an architect, 
the production manager, the treasurer as well as the 
president of the company. 

Despite all that is said about group management, 
teamwork, participation and the like, the leader can 
never close the gap between him and his followers. If 
he does, he is no longer what he has to be. In the first 
place, he remains the parent symbol who may reward 
by means of praise, promotion, pay boosts or punish 
by denying these. In the second place, since many 
people prefer the shadow to the substance of responsi- 
bility, the leader has to assume it, in all its rough 
reality, and be willing to take the blame while sharing 
the credit, if only as a necessary gesture. 

Above all, if he is honest with himself he knows that, 
as a leader, he is like everybody else, only more so— 
a more so that he wouldn’t swap for anything else in 
the world. —HERBERT Harris 





REPRINTS of “New Way to Spot Leaders” may be 
obtained for 15 cents a copy or $11.25 per 100 postpaid, 
from Nation’s Business, 1615 H Street N.W., Wash- 
ington 6, D.C. Please enclose remittance with order. 
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Result: Brockway Glass Company’s ultra-modern glass 
container manufacturing facility at Freehold, New Jersey. 





Pennsylvania Railroad’s Industrial Department provided 
these vital services for Brockway to speed plant construction 
—initial property surveys, water search, soil analysis and 
cooperation with local officials to expedite the extension of 
utilities. PRR engineers planned and developed rail sidings, 
and PRR’s Operating Department developed an efficient 
rail service timetable to meet Brockway requirements. 
I'he plant served by the Pennsylvania Railroad is equidistant 
from New York and Philadelphia . . 


customers, markets and important suppliers. 


. Strategically close to 


Among PRR’s impressive list of preselected availabilities 
are many plant sites centered near or in areas of abundant 


resources, prosperous markets and skilled labor. These 
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choice locations, and PRR’s “on-site” services, are avail- 
able to any industry. 


All of this is supplementary to the Pennsylvania Railroad’s 
prime purpose .. . fo supply you with the finest direct line trans- 
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ANNUAL SALES OF GEORGE S. MAY COMPANY SERVICE 
1951-1956 


Since February 1, 1925, profit-minded businessmen 


have paid the George S. May Company 
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If your problem is methods, markets, 
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CABLE ADDRESS: GEOSMA, Chicago 
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plus traction for every footing! 


Sock a big loader bucket into a hard-packed pile! 
Feel the stepped-up power of the new Interna- 
tional® 350 Utility tractor! See how a half-ton 
greater built-in weight knuckles in to give you 
traction for the big bites. See how big-diameter 
pneumatic tires provide full-load flotation .. . 
even on soft dirt or slick concrete. 


Back out fully loaded! Let power steering help you 
turn sharp with a light touch of one hand. Your 
other hand is free to control the 1,500-pound 
loaded bucket high overhead. With power steering, 
you save time on every pass—cut costs every hour. 


Tough going? Don’t shift! Just pull the Torque 
Amplifier lever to boost pull or push-power up to 
45%, on-the-go. 

So try it! Call your IH dealer for a free demon- 
stration on your job. Give him an opportunity to 
prove the International 350 Utility gives you extra 
power teamed with extra weight and stamina to 
outwork them all! 
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Pick up 4,200 pounds .. . boost 
it 10% feet high with fork lift on the 
International 350 Utility. Over 75 
pieces of special-duty equipment can 
be teamed with 350 Utility power 
and capacity. 
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International Harvester products pay for themselves in use— McCormick Farm Equipment, Farmall and 
International Tractors... Motor Trucks... Construction Equipment... General Office, Chicago 1, Illinois 
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asides,” firms in labor surplus areas 
are awarded contracts under this 
policy in the event of tie bids with 
firms in other areas. 

During the 30 months ending 
June, 1956, defense contracts valued 
at approximately $2.5 billion were 
awarded to firms located in areas 
classified by BES as areas of sub- 
stantial labor surplus. Of this total, 
contracts amounting to nearly $48 
million were placed in labor surplus 
areas as a result of their preferential 
status under Defense Manpower 
Policy No. 4. 


2. Tax Amortization Benefits. Under 
this policy, firms locating or expand- 
ing defense facilities in substantial 
labor surplus areas are eligible for 
an additional allowance for rapid 
tax amortization above those nor- 
mally given for expansion in other 
areas. Added allowances were cer- 
tified by ODM for some 60 facilities 
(up to June 30, 1956) involving a 
total investment for buildings and 
equipment of nearly $224 million. 


3. Buy American Act Provision. 
This program operates under the 
authority of Executive Order 10582 
issued by President Eisenhower at 
the end of 1954 to revise and imple- 
ment procurement practices under 
the Buy American Act. 

A foreign bidder can qualify for a 
government contract only if his bid 
is at least six per cent less than the 
lowest domestic bid. If the low do- 
mestic bidder is located in a labor 
surplus area, however, this dif- 
ferential is raised to 12 per cent. 

The opponents of federal aid, in 
elaborating on their contention that 
recovery is a local responsibility and 
not one which should be shouldered 
by taxpayers at the direction of a 
bureau in Washington, point to the 
impressive gains areas have made 
through local initiative. 

This initiative has taken different 
forms. In Scranton, Pa., once 
thought of as a classic labor surplus 
area, a 10-year industrial develop- 
ment effort by the chamber of com- 
merce and other groups brought new 
industry into Scranton and reversed 
the employment decline. 

A smaller area, Covington-Clifton 
Forge, Va., hit by the conversion to 
diesel locomotives by the railroads 
and the closing of an apparel fac- 
tory, came back through a vigorous 
chamber of commerce industrial de- 
velopment program. 

Recovery programs in numerous 
other communities have been equal- 
ly impressive. The debate over 


(Continued on page 74) 
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Say now! Every modern feature? 


It’s today’s 
Burroughs 
Ten Key. 











My, my! Minus amounts and 
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Gee! Restyled keyboard? Jump up totals, too? 
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Honestly! Some guys never get the word. About how quickly and quietly its 
new “‘BalanceTouch”’ keyboard puts it through its paces. And maybe there’re 
even a few who don’t know it’s even faster! Or, that it comes in your color choice 
of Sea Mist Green, Alpine Blue, Capri Coral and Amber Gray. Well, we know 
better—and so do you. For a complete demonstration, just phone our near- 
by branch office or dealer. Burroughs Corporation, Detroit 32, Michigan. 
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“GEIGER COUNTER for $ “GUIDED MISSILE PARTS always meet military 
rushes and regular use of Air Express,” says the Presi- schedules—thanks to Air Express,” says Vincent 
dent of The Detectron Corp., J. L. Cassingham. Sillitta, Traffic Manager, Clarostat Mfg. Co., Inc. 
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“THUNDERBIRD preview color prints get deliv- “BUYING RUSHES on top-fashion bathing suits are 
ered on time by Air Express,” says Joseph H. Snyder, always met by sure Air Express delivery,” says Board 
President, Color Corp. of America. Chairman of Catalina, Inc., A. Louis Oresman. 


. These men are “problem solvers”! 
Which one They cut down warehousing spare parts — open up 
new markets — launch advertising programs in 48 states 
at once! They beat local competition anywhere in the 


has the answer pare 


In short, they use Air Express regularly! 
bi 9 And Air Express can solve a lot of similar problems 
to your pro em g for you. Your product — or samples, models and promo- 
‘ tions — can move from your own door to your customer 


in a few hours. 
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“NEVER LOST A SHIRT YET because Air Express “MILLION DOLLAR MENU, possible because Air 
carries our samples country-wide,” says the President Express carries our Chinese food samples nationwide,” 
of Manhattan Shirt Co., Sylvan Geismar. says Jeno Paulucci, President of Chun King Sales, Inc. 
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“TOURNAMENT CLUBS arrive on time anywhere “WE STOP BURGLARS, shipping parts for our 


in the U. S. A. when sent Air Express,” says Henry P. alarm systems Air Express,” says J. B. Rustic, Gen- 
Cowen, President, MacGregor Golf Co. eral Superintendent, American District Telegraph Co. 
radio-equipped trucks for pick-up and delivery — cutting point” located and controlled all along their route! 

time by more than 4alf in many markets. Yet, most Air Express shipments cost less than with 

In addition, a private closed-circuit teletype service any other complete air service! 

links the nation’s key cities together in a single Air For a faster, surer, more far-reaching delivery system 
Express network — tied in with scores of other commu- — for information and service — just call your local 
nities. Shipments throughout the country can be “pin- Railway Express Agency and ask for Air Express. 
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proposals for federal aid to depressed 
areas has brought one thing into 
sharp focus—no community, large 
or small, rich or poor, can evade its 
responsibility for maintaining a 
strong economic base. The rapidly 
growing fraternity of private area 
developers and industrial develop- 
ment counselors testifies to recogni- 
tion of this need. 

Competition among communities 
for new industry has become as in- 
tense as the competition in industry 
for technical and managerial talent. 
Communities must aggressively sell 
the advantages of their location, 
their labor supply, their natural re- 
sources. Such an effort is not pos- 
sible unless the businessmen work 
through their chambers of commerce 
or other local agencies to maximize 
the attractiveness of their communi- 
ities to new industry. 

Victor Roterus, director of the 
Office of Area Development, holds 
that ‘area development is every- 
body’s business.” He points out that 
some 3,000 community industrial de- 
velopment corporations or founda- 
tions have been formed in the United 
States since 1900; that 46 of the 48 
states have official economic develop- 
ment agencies; that six states have 
development credit corporations pro- 
viding financial assistance with pri- 
vate money to community groups or 
industrial borrowers; that nine other 
states have enacted legislation to 
provide a similar service. 

The community techniques for de- 
velopment, Mr. Roterus points out, 
are varied and imaginative. Arkan- 
sas pioneered in developing the com- 
munity clinic. Southern [Illinois 
University, in the heart of a de- 
pressed coal mining region, has its 
community betterment workshop. 
Other communities have the eco- 
nomic base survey, which looks 
ahead in assessing a community’s 
future in terms of needs and oppor- 
tunities. 

Of the future, Mr. Roterus con- 
cludes: 

“Area development will come to 
be regarded as essential on the local 
level as the water department and 


the local bank. . . . There will be a 
greater emphasis on selective expan- 
sion of industry. . . . Programs to 


stimulate new product development 
and to open up new market possi- 
bilities for the existing firms will re- 


ceive more emphasis. . . . Pools of 
[private] development capital will 
be greatly enlarged. ... The re- 


sponsibility on area developers will 
be a real and ever broadening 
one.” END 
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EXECUTIVE LETTERS ARE ORTANT...LOOK IMPORTANT! 
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THEY'RE TURNED OUT ony REMINGTON® ELECTRIC 





Realizing the importance of letters that 
look impressive, it’s no wonder this top 
executive has his correspondence typed on 
a REMINGTON ELECTRIC. It’s the type- 
writer that offers a selection of over 100 
distinctive type styles for executives... 
letterhead-harmonizing colored ribbons... 
consistently perfect printwork. In short, 
DIVISION OF SPERRY RAND CORPORATION correspondence that reflects his status. 





Send for beautiful, full color booklet “Launching A New Era of Typing Perfection” (RE8811), Remington Rand, Room 1209, 315 Fourth Avenue, New York 10. 
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BASIC approaches to selling in the American market are changing. 
Business is broadly applying a new point of view which begins and 
ends with the customer. 

Manufacturing, engineering or financial departments are beginning 
to operate in a different framework: What is good for the customer 
is also good for the company. 

The term commonly used to express the new concept is “market- 
ing.” 

It focuses company effort behind one department whose function 
it is to understand, motivate and reach the customers. In the new 
way of thinking, marketing permeates all the areas of business and 
must be integrated into each one. 

The concept is clearly illustrated by the marketing department 
set up by General Electric, one of the pioneers in the movement. 
Under the director of marketing, GE has grouped: 

Manager of marketing research 

Manager of sales 

Manager of advertising and sales promotion 

Manager of marketing administration 

Manager of product planning 

Manager of marketing personnel development 

Manager of product service. 

Announcement of the new set-up in the company’s annual report 
included this comment: 

“The new plan introduces the marketing man at the beginning 
rather than at the end of the productive cycle and integrates market- 
ing into each phase of the business. 

“Thus marketing, through its studies and research, will establish 
for the engineer, the designer and the manufacturing man what the 
customer wants in a given product; what price he is willing to pay; 
where and when it will be wanted. 

“Marketing will have the authority in product planning, produc- 
tion scheduling and inventory control, as well as the sales, distribu- 
tion and servicing of the product.” 

In marketing, therefore, a business will group under one centrally 
directed department those functions that relate to sensing the custom- 
er’s needs and wants, translating them for company action and then 
getting the product into his hands in the most effective way. 
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“It’s not that this approach is so new,” says C. E. St. Thomas, of 
GE’s marketing division. “It’s just that the pace toward acceptance 
has been accelerated. These things are now taking place at jet speeds.” 

Another point of view on the changed emphasis is expressed by 
A. A. Togesen, vice president of marketing for Bulldog Electric 
Products: 

“Management today knows that the customer is king—that he 
won’t buy whatever the plant produces,” he said. “It knows that the 
king requires that his needs be satisfied in the way he wants them 
satisfied and when he wants them satisfied. The king will determine 
what and how much will be made, when it shall be made and what 
he will pay for it.” 

Along with this new emphasis on marketing and the marketing 
centralization of distributive facilities under one head, management 
is better able now to see, to manage and control the costs of getting 
goods into the hands of the consumer. 

“There’s always been this cry: ‘Distribution costs too much; down 
with the middleman,’ ” says Coleman Lee Finkel, manager of the 
American Management Association’s marketing division. “That’s a 
lot of bunk. There’s an actual money value in having a product at 
the right place at the right time in the right package. But it’s time 
we dissected the marketing process to find out what this cost includes. 
The forward-looking companies are doing it—applying techniques 
previously used by accounting and manufacturing.” 

Actually, the change that is taking place has been forced on busi- 
ness by a number of complex factors; one of the most important is 
high production. 

Production has been bursting the bounds of even the rosiest esti- 
mates with the gross national product roaring along at a remarkable 
new high of $413 billion. At the same time personal consumption 
was approximately $266 billion. Arno H. Johnson, vice president 
and director of research for J. Walter Thompson Company, has 
estimated that this will have to climb to $330 billion in the next 
five years if it is to keep up with production—projected at $480 
billion for 1962. 

Mr. Johnson estimates a gross national product of $600 billion 
10 years hence, and $400 billion personal consumption. 

“This means a 50 per cent increase in our standard of living,” he 
told NATION’s BusINEss. “It also means we must add, in 10 years, 
as much as we added from earliest colonial days up to World War II. 
In 1939 our personal consumption was only $136 billion (in terms 
of today’s prices). It will take a real knowledge of the consumer 
and real emphasis on marketing by top management to succeed in 
this new economy.” 

“But the art of placing industrial goods in the hands of consumers 
lags more than ten years behind the industry’s ability to produce 
goods,” declares Mr. Togesen. “This is a challenge and an opportuni- 
ty since the great production possibilities can’t help but arouse an 
awareness that a revolution in marketing procedure is required to 
keep up with production.” 

Most of the other factors forcing the changed concept of marketing 
come under the head of competition. 

In the fight for new markets, competition is not only more intense 
but bewilderingly complex. 

Every day new companies are moving into decenfralization and 
diversification. This means that marketing executives must not only 
handle diverse geographical locations and diverse markets but dis- 
tribute within them an increasing diversity of products. 

“Basic competition is much wider,” says Robert Elder, president 
of Plax, Inc., recognized as one of the more progressive of the new 
marketing-oriented top executives. “If you’re an auto manufacturer, 
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you not only have to compete with other auto manufacturers but 
with all the other manufacturers fighting for the discretionary dollar 
—that part of the consumer’s income which he can spend after basic 
living costs—these guys being the boat manufacturer, the TV manu- 
facturer, the home builder—you name them. Another competitor is 
the savings bank—some people want to put it away.” 

Also, interindustry competition is much more intense. Materials 
compete with each other in new ways. Diversified companies present 
united fronts. For example, Continental Can not only makes tin cans 
today but has bought up companies making glass, paper and plastic 
containers and now stands astride the whole packaging industry. 

“‘Tomorrow’s market is going to require selling in the highest sense,” 
says Mr. Finkel. “It’s no longer true that if you build a better mouse- 
trap the world will beat a path to your door. You’ve got to take the 
mousetrap to the world.” 

In the old philosophy of doing business, the product might be the 
hunch of some topside official with enough brass or table-pounding 
ability to say: “This is what we will make.” 
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Or it might come out of production. The thinking went like this: 
“We have the best engineers and designers; our production people 
are tops; they turn out the best. Then we turn it over to our sales- 
men and say: ‘Sell it.’ ” 

A management consultant tells of a recent case where this philoso- 
phy proved costly for a leading corporation, noted for advanced 
management methods but still manufacturing-minded. Some time 
ago, the company had a sensational product which it felt was assured 
of success. The company built a big plant to produce it. Now they 
can’t keep it busy. 

“If they had only found out in advance what the customer wanted,” 
this consultant said, “the factory could have been adjusted to the 
job.” 

In striking contrast, the Raytheon Company brought out an item 
last year that was practically designed by the customer. Alert market- 
ing officials saw a growth market in small boating—where ownership 
is increasing 20 per cent a year—and thought there might be fertile 
ground for a low-priced depth sounder adapted from the sonar which 
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the company has been making for the U. S. Navy for the detection of 
enemy submarines. 

Preliminary marketing research tests indicated that they had hold 
of a hot wire. Then the company sent a 31-part questionnaire to 
5,000 owners of small boats—more than 27 feet long—with an in- 
vitation which read: “Please help us design a product for your use.” 

“These fellows must have been just sitting around waiting for 
someone to ask that question,” says Daniel Webster, Marketing 
Manager for Raytheon’s Commercial Equipment Division, “and, oh 
boy, did they tell us.” 

In a record high return, the questionees specified what boat owners 
were looking for in terms of size, color, what they wanted it to do 
and what they’d be willing to pay for it. 

As a result, the company brought out a small, black-and-gray depth 
sounder priced at $149.50 and backed with a low-priced service guar- 
antee—to overcome fears of costly maintenance. 

The product was a smash hit. Raytheon couldn’t make depth 
sounders fast enough to satisfy the demand and they are expected to 
sell even better on this year’s boat market. 

The spread of the new concept has brought to the fore a powerful 
new figure in American business today—the marketing director. 

In many companies the sales manager—whatever his title—came to 
be charged with an increasing burden of marketing responsibilities 
until he was bursting at the seams. A growing tendency in com- 
panies today is to free him of these responsibilities and leave him 
free for the motivation and direction of salesmen. Sometimes the 
sales manager is elevated to a new post of director of marketing with 
a sales manager reporting to him. 

This director of marketing has many titles, but the increasing 
tendency is to make him the vice president of marketing. 

“People ask me, ‘What’s all this excitement these days about 
having a vice president of marketing instead of a vice president of 
sales?’”” remarked Fen Doscher, who has the newly created title of 
vice president of marketing in the Lily-Tulip Corporation. “ ‘Is there 
any essential difference?’ 

“Indeed there is,’ I tell them. 

“The vice president of marketing has a greater range of functions 
than the vice president of sales ever had. You need a different caliber 
of man, a man of broader knowledge, a man with better administrative 
ability. He needs basic training from within the company. He needs 
to have sat in on the company’s policy-planning. The vice president 
of marketing doesn’t run production but he has a lot to say about it. 

“This is a great day for sales—or rather marketing, in the sense 
I’m talking about it. The men who’ve been doing these things have 
been struggling for years to get into this position—so production 
wouldn’t always be writing the ticket.” 

What the director of marketing is called depends on the organiza- 
tion of any particular company. 

“In some cases, he may even be the president of the company,” says 
Eugene B. Mapel, vice president of Barrington Associates, Inc. “In 
any event, he is the sparkplug in the integration of the new marketing 
concept. He is the individual who says: “The customer’s needs and 
wants will be reflected in our product and profit planning.” 

In the case of McKesson & Robbins, Herman Nolen, the president 
of the company, came up through marketing and considers himself 
primarily a marketing specialist. 

“They didn’t just happen to do it,” he said. “It is symbolic 
that of the last four presidents, the first was a finance man, the second 
was a buyer, the third was in charge of operations and the fourth— 
that’s Nolen—came up through marketing. 

“The man who will sell in tomorrow’s market is not just a sales- 
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man,” says Mr. Nolen, “not just a man who is pushing a product, 
building up sales volume. He has to know automation and what it 
means to the company. He must be sales minded but he must be 
more than this; he must be manufacturing minded. He has to know 
pricing, business cycles. He has to be a social scientist—understand 
motivation. But always he has to know the new techniques in selling. 

“The new vice president of marketing is expected to plan in terms 
of the profitability of the business, even including such factors as 
product planning, development, manufacturing and finance—in other 
words, everything involved in the investment in a new product, ac- 
cording to the most advanced school of thought. 

“The final standard on which results are judged is return on the 
investment,” says Carl Hoffman, director of McKinsey and Company, 
management consultants. “The guy who sat in the spot now oc- 
cupied by the vice president of marketing used to ask himself: ‘How 
can I sell more stuff?’ His prices were set by the comptroller of the 
company. 

“Today, he starts with the idea: ‘We’re employing so many millions 
of dollars worth of capital in this operation. Let’s start with the think- 
ing that we’re expecting exactly such and such a return on the in- 
vestment.’ 

“Then he may see that he can gain by lowering his price a little, 
or by changing the product, or by giving a different discount to the 
dealers. He’ll ask, ‘Do we have the plant capacity? If not, how much 
will it cost to build?’ 

“In the past, he might have thought, “This will double sales.’ 

‘Now he thinks, ‘What is this going. to mean in terms of return on 
the investment?’ 

“This is the kick-off point. More and more companies are thinking 
in these terms and looking to the chief marketing executive to think 
and plan in these terms.” 


2. The tools 


New ways to measure effort 
and make it more effective 


Approaches to making the marketing concept effective can take 
many forms. The important thing is acceptance of the point of view 
and the philosophy. With the acceptance of a marketing approach 
—and the counterpart that generally accompanies it: a more critical 
examination of each part of the marketing process—many new tools 
have been developed. 

Increasingly, the marketing chief looks to more precise measuring 
tools to apply to his operation—tools like the electronic computer, 
operations research and integrated data processing. 

But fundamentally, the springboard for the change is the organiza- 
tion structure. 


Marketing research 


The research arm of the marketing department is becoming in- 
creasingly important. It provides an objective, factual and logical 
presentation of the marketing material related to the analysis of any 
marketing problem. This arm is known as marketing research and it 
is not to be confused with market research, one of the major areas 
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under marketing research. Some of the functions that fall in the 
broad, general category of marketing research are: 


t MARKET RESEARCH 


Studies to answer the questions: 
a. “Where is the market?” 


b. “How large is the market?” 

c. “What are its distinguishing characteristics?” 
Studies to determine trends in: 

a. market size 

b. market profitability. 

c. territorial potentials. 


2 PRODUCT RESEARCH 
Packaging 
Use studies 
New product acceptance 
Customer dissatisfactions 
Pretesting on small or specialized markets 


3 RESEARCH ON POLICY AND SELLING METHODS 


Analyses of: 

a. salesmen’s effectiveness 

b. sales competition 

c. optimum advertising media 
Price studies 

Distribution studies 

a. Warehouses 

b. Branch sales offices 


Motivation research 


This is one of the major tools which the marketing research man 
is using increasingly. It attempts to find out why the customer buys. 

For an example, a comprehensive survey was made by Norge 
to find out what designs were wanted in their kitchen ranges. When 
the company made a preliminary study, housewives indignantly pro- 
tested that they didn’t like the existing ranges because the surface 
unit burners were too close together and the ovens were too narrow 
and too deep. 

Forums were set up in stores in nine cities and customers were 
invited to come in and help design a new range from models on dis- 
play. More than 8,000 persons accepted. Consensus: 

The housewife wants burners arranged so sHe can use each burner 
for a particular kind of cooking: left-rear for boiling, stewing and 
simmering perhaps; left-front for the things she has to stir; right-rear 
for hot beverages; and right-front for frying. 

But the housewife considers an oven more important. She wants 
her oven wider and shallower for convenience in reaching. Also, she 
doesn’t want her oven too high or too low but likes a sloping, beveled 
edge with a window so she can see into it. 

The Heil Company, of Milwaukee, had been making stainless steel 
tanks for large dairy and other trucks. It decided to invade the re- 
frigerated plastics body field with its ““Frigid-van,” a one-piece molded 
truck body. A two-year research program was set up and the com- 
pany mailed questionnaires to 1,500 meat packers and 1,500 dairies. 

It asked what sizes, styles and refinements would meet with greatest 
approval. It also sought measurement of the potential market, in- 
vestigated objections to metal bodies and sought to learn about the 
competition as well as about customers’ buying habits. 

The two-year marketing research project not only helped company 
engineers design the kind of a one-piece molded truck body the 
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customers wanted but it alerted the sales and advertising staffs to the 
market potential and the goals they could expect to reach. Moreover, 
it provided them with a reservoir of valuable information for their 
engineers, designers, advertising men, salesmen and management to 
use in planning sales during the coming years. 

Sometimes a survey radically changes the market. Revell, Inc., 
manufacturers of plastic hobby kits, originally assumed that its prod- 
uct was only being bought by youngsters for youngsters. However, 
a market survey showed them that only a third were bought by boys 
for boys, one third were bought by adults for youngsters and one third 
by the adults for adults. As a result, the company has gone more 
heavily into the adult market, making kits more complicated. 

Surveys take many forms other than the ordinary questionnaire. 
In one type, the interviewer shows a picture—say of a man and a 
woman looking into a show window at a new automobile. 

Question: What are they talking about? 

Experienced testers are able to read the testee’s attitude from the 
answer. If he says “high horsepower,” maybe he’s worried because 
the new cars are getting too powerful and dangerous to drive. 

If he says, “They’re talking about the price,” perhaps he thinks 
the new cars are becoming too high-priced. 

In a test of customer attitudes, one of the big companies marketing 
luggage wanted to find out what luggage meant to women. They 
gave interviewees two alternative questions: 

I. Suppose you’ve just entered a hotel room occupied by a female. 
Before you meet the occupant, you see a portable typewriter and a 
piece of smart luggage. What would you say as to the work of the 
woman who occupied that room? 


II. Same situation but you see a portable typewriter and a piece 
of old battered luggage. 

Responses were many and varied but two typical answers were: 

I. Editor of a smart fashion magazine. 

II. An old schoolteacher. 

One of the best devices for making motivation studies is the ‘nter- 
view, sometimes called the interview in depth. In these interviews, 
questions are included in an informal conversation in such a manner 
as to uncover reasons for buying that are sometimes quite different 
from the ones the customer gives—in all honesty, too. For example, 
one of the leading automobile companies conducted a survey to de- 
termine the market for small cars. Most people said they didn’t want 
a small car because small cars were unsafe. Deeper probing indicated, 
however, that the real reason was that the customer wanted a car 
just as big and luxurious as his neighbor’s. 


The sales laboratory 


Among the experimental techniques, perhaps the simplest is the 
sales laboratory where you actually sell the product in a store and 
watch what takes place. Perhaps you set up a counter containing the 
product and record events with a concealed movie camera. Or you 
may send a trained observer out to a store or restaurant and find out 
what goes on. The observer representing one big coffee company was 
sent to find out, among other things, why one proprietor always 
bought the competing brand. He found finally that no commercial! 
appeal was involved: The salesman for the competing brand had once 
done’ the restaurant owner a favor which the owner never forgot. 


Operations research 


This tool has been adapted from production to do an increasing 
number of chores for the marketing chief. Currently, it is most often 
applied to set up the most profitable patterns of distribution—to figure 
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the location of warehouses, sales branches or distributors. (See 
“Operations Research: Can You Use It?” July NATION’s BUSINESS. ) 
One type of operations research called linear programming allows 
the marketing director to decide the type of distribution he will use— 
direct, mail order, chain store, wholesale or specialty food shop. It 
can be used to help determine the type and quality of advertising— 
magazines, newspapers, direct mail or TV. It can also be used to 
determine the best proportion of products to get the highest customer 
satisfaction at the lowest cost. 

Robert Harper of Nejelski and Company used operations research 
in a marketing problem for the J. W. Greer Company, producers of 
continuous food processing and materials handling equipment. With 
his help the company found a broader market by producing a smaller 
oven for smaller food preparation operations. 

“As a result of this work,” says Mr. Greer, “we are basing market- 
ing plans and operations on engineering principles. By using opera- 
tions research and linear programming techniques to break down the 
various phases of producing, selling and installing a piece of ma- 
chinery, we can actually calculate exactly which customers can use 
it to cut down their own production costs and by how much. Then 


‘we are in a position to single out our best prospects and settle on the 


most economical ways of contacting and selling them.” 


Closed-circuit television 


New communications tools are being used increasingly to cut down 
travel and conference costs. One of these is the conference telephone. 
Another is closed-circuit television. 

Closed-circuit TV enables top officials of a corporation to address 
simultaneously from the home office, or some other convenient spot, 
field sales forces gathered in theaters or hotels in various places. Com- 
munications officials say it is cheaper to hold company meetings this 
way than to bring personnel to one point. 

The National Dairy Products Corporation recently made a closed- 
circuit TV presentation of its annual merchandising and promotion 
plans for 4,500 salesmen in 15 cities. The Dodge Division of Chrysler 
recently held a sales meeting in which officials addressed dealers 
in 29 cities. Estimates are that 15,000 dealers participated. 


3. The sales force 


Consumer is smarter; 
salesmen need a new 
combination of talents 
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Today’s new concept in marketing is being reflected throughout the 
whole sales department, down to the last individual salesman. The 
guiding principle is the increasing recognition of the need to service 
the customer, and the man who represents the company with this 
customer is the salesman. Thus, the emphasis throughout the whole 
sales structure—salesman, supervisor and sales manager—is focused 
on how the company can do a more effective job for the one who buys 
the goods. 

This recognition becomes a must because of the actualities: 

The consumer is becoming a smarter purchaser and the selling 
process is more difficult. 

Thus the salesman must represent a new combination of talents. 
He must understand psychology, public relations, merchandising, the 
economics of doing business and also company policies. The manu- 
facturer’s salesman must even understand how to train distributor 
salesmen. This calls for a more mature and sophisticated individual, 
better-trained and better-directed. 
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More and more companies ‘are learning that the best training 
program can be nullified by bad selection practices. Thus the com- 
pany must make sure the right man—the right man for that company 
—is being fed into its ranks. 

Demands on the salesman are also increased by the growing com- 
plexity of the market as companies diversify and move into new areas 
of selling. A good example is a large manufacturer of paper containers 
which used to sell mainly to dairies and restaurants. Now it has 
expanded its markets to the hotel and restaurant industries, candy 
manufacturers, hardware retailers, fertilizer manufacturers, florists 
and even concrete manufacturers. Because of the new and varied 
areas in which the company is selling, its approach is closely geared 
to the individual market. 

“The market dictates what we do,” says this company’s director 
of sales. “It dictates the kind of salesmen we employ and how we 
train them. Our salesman is now a sales counselor and, even more 
than that, a business counselor, if you please. He is an expert in the 
packaging field; he gives the dairy manufacturer advice on a more 
effective merchandising job; he has to be equipped to talk with the 
production man in the dairy—also the sales promotion manager and, 
perhaps, the owner and operator. He sells them all in terms of the 
profit they can make from our products.” 

One of the company’s brochures addressed to its salesmen carries 
under big headlines the quotation, taken from a customer’s plea: 

“Don’t tell me how good your goods are. I assume they’re good. 
Otherwise you couldn’t compete. Tell me instead how your goods will 
help me make a profit.” 

Sales is the last frontier for the application of scientific tools and, 
as the whole distribution area is being examined, there is an increas- 
ing tendency to examine sales policies for profitability rather than 
beat the drum for sales volume. 

For example, the Ditto Company’s marketing executives found 
that, by following their old measurements for sales success, they were 
kidding themselves. Applying the profitability principle, they found 
that the biggest districts in volume were not necessarily the biggest 
districts in profits. The company is now applying new criteria for 
profit responsibility. This is expected to produce an entirely new 
strategy of sales. 

The salesman adheres to the principle of profitability in his own 
as well as the customer’s company. When he starts making calls, he 
puts into play a lot of expensive equipment—automobiles, delivery 
machinery, services, his own salary, and so on. If he calls on a dealer 
who buys only a little merchandise, a good salesman will ask him- 
self, “Is this making the best use of my sales time?” 

Sales planning is becoming more profit conscious than sales volume 
conscious. In planning one new product, the Du Pont management 
specified that it would rather have less sales volume and higher return 
than greater sales volume at the old percentage of return. 

Salesmen thinking about their own company’s profit margin find 
it logical to do the same thinking for the customer. The salesmen 
of one big paper products company are trained to show each customer 
a profit and loss statement for the markets the customer calls on. 
Their customers are manufacturers and the salesman can show them 
just how much he must sell to recover the added packaging costs, 
quoting figures on what others have done to increase their profits. 


The sales supervisor 


The demand for more mature and sophisticated salesmen puts in- 
creasing demands on the sales supervisor. 

One of the biggest problems today is getting a man who can go up 
—eventually to the post of sales manager, and even beyond. The 
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Smith-Corona the finest ‘‘write of any office type- 
writer ever made!’’ New Super Support Segment and 
advanced operating stability aligns and spaces every 
character with a precision accuracy never before 
possible. Exclusive Extra Large Platen and wide- 
angle type face permit a clarity, depth of definition 
and print-work no other typewriter can match. You 
get more, and better carbons—razor sharp stencils— 
and the most beautifully typed pages you've ever seen! 
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BRAND NEW Portable 
Special Purchase 

OUR $ -50 plus $5.95 fed. tax. 
PRICE Reg. Price $129.50 
Thousands of business and professional men have en- 
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This unique development in typewriters is a com- 
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board Tab. 2, Simplified ribbon changer, 3. Large 
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erating type bars. 5. F ’ rd with flite 
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We guarantee this typewriter for one year. Because 
of the special low price, we are not allowed to a 
vertise the manufacturer's name. 
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Burroughs Hand Adding Machines $39.50 


‘*The Supermarket for Figuring Machines’’ 
WRITE FOR COMPLETE DETAILS 


Call Collect 


AAA MACHINE CO. STillwell 4-7791 


Dept. N-2, 2609 Jackson Ave., Long Island City, N.Y. 
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REZNOR GAS UNIT HEATERS 


Your best heating investment! 


You get more heating capacity per equip- 
ment dollar from Reznor gas unit heaters 


because the heaters alone are all you need. 
Reznor heat is on-the-spot heat. There are 
no pipes, no radiators, no registers, no 
duct work to pay for. Installation costs 
are lower, too. 


These completely automatic packaged 
units are ideal as primary, supplemental 
or replacement heating for commercial 
and industrial buildings. Call your nearby 
Reznor dealer or distributor (he’s listed 
under “Heaters-Unit” in the yellow pages 





of your telephone directory) or write 


for details. 


REZNOR 


THE WORKD'S LARGEST-SELLING 


S\N HEATERS 


Rexrnor Mfg. Co., 23 Union St., Mercer, Pa. 
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behind it and you 
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SELLING 

TOMORROW’S 

MARKET continued 
\ 





difficulty in developing a good supervisor is that, as a salesman, he 
was a doer. 

Although one qualification of a supervisor should be good selling 
experience, as a supervisor, he must learn other skills. He must get 
other people to do things. He must multiply himself through others. 
In short, he must begin to acquire administrative ability. 

In many fields, a supervisor can learn by watching. In sales, this 
is more difficult. Because a salesman is on the move so much, it’s 
harder for him to learn administrative functions than it is for a man 
of equal ability to learn administration in other fields. 

“The salesman will not come to the company molded and shaped 
to type. Training is extremely important,” says Mr. Finkel. “For 
this reason, the sales supervisor becomes a critical factor in motivat- 
ing, directing and training the productive sales force. Too few com- 
panies have given the necessary attention to training the supervisors 
they need.” 

The American Management Association recently held a meeting 
devoted to the technique of selecting and developing the sales super- 
visor. A surprise overflow of 500 men from top sales management 
showed the intense interest of business in this problem. Out of the 
conference came a new demand for additional meeting for the super- 
visors themselves—on the district and branch manager level. 

“One of the most impressive trends in business today is this trend 
toward the increase in the number, importance and influence of the 
field sales supervisors at all levels,” says Walter Semlow, of Barring- 
ton Associates. “It is not so new in itself but new in the rate at which 
it is accelerating. 

“Today’s salesman must be better educated, better trained and 
better controlled. Because of the great scarcity of salesmen today, 
many of them have to be taken right out of school, so a whole organi- 
zation is set up to help the salesman do his difficult job. The answer 
is more and better supervision.” 

For example, one company which needed about 200 salesmen to 
man its field sales organization found great difficulty in getting 200 
with the necessary skill. Instead, the company found it possible to 
get 30 district managers and six regional managers who did have the 
skill or the capacity to acquire it—not swivel chair generals but 
leaders willing to go out in the field and show men by selling. This 
company has three levels of supervision: regional, district and 
divisional. 

Another company in the same position has organized similarly. 

“Our salesman is buttressed from the top, the bottom and the sides,” 
says the sales manager. “In each region there is a specialist on such 
things as automation equipment, vending, packaging, production, etc.” 

In each region, there is a well trained manager and supervisors for 
every eight to 10 salesmen. 

In its old field organization, the company had 13 division managers 
with 25 to 28 salesmen reporting to each. Now it has the six regional 
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managers reporting to the general sales manager. Under them are 
three to five division managers and under each division manager are 
only eight to ten salesmen. 

“This set-up gives better and more integrated control,” says the 
sales manager. “If the salesman is a key man today, the supervisor 
is a key-er man.” 


The sales manager 


Sitting on top of this sales structure is the man who sets the key- 
note: the sales manager. According to a consensus of marketing 
counsels and sales executives, here are some of the things he must be: 

He must be a different kind of man than was the sales manager of 
the past. Then the sales manager used to be the best salesman 
graduated to the top. Today his job is sales management in a very 
real sense. While he still should come from the sales force, the em- 
phasis in his work must shift on the way up the ladder. 

He must get away from the crisis kind of operation—from answering 
calls from Good Old Joe who wants the boss to come out to the West 
Coast and sell him out of a critical situation. The sales manager can 
no longer be a crutch for his men, in the new way of thinking. Doing 
the job for Joe only undermines Joe’s confidence in himself. 

The new sales manager can’t be the old haranguer who rallied his 
men with the cry, “Let’s get out there and fight.” He still has to be 
a leader. But the old bromides won’t work for the more intelligent 
people coming into sales today. 

The new sales manager must be able to plan the objectives of his 
department, chart the best sales course, organize and direct his men 
so he can keep fingertip control on what’s happening and still not be 
overloaded with the details of the job. He must learn to delegate 
authority. His changed role demands that he stay home more of the 
time. Yet he can’t lose touch with his customers and what’s going 
on in the market. 

He needs to know a lot beyond the boundaries of sales: psychology, 
economics, finance and company policy. He’ll have to learn to under- 
stand the functions of advertising, market research and the like. He’s 
going to have to evaluate the advice he gets from specialists in these 
fields and put it into practice in sales. 

All the marketing research efforts are to no avail if that last job 
is not done—to close the gap between the salesman and the customer. 
All of the advertising and research preliminaries were done in an 
effort to help the salesman make the final sale. So the sales manager 
will have to learn to use them. 

The exact aporoach a company takes is secondary to the basic 
change in its attitude. In some companies it will take years for the 
change to be fully reflected, marketing authorities say. Yet if this 
change is not introduced, they warn, a company may find its markets 
have slipped away. And, as one management consultant put it, 

“The graveyard of dead businesses is full of companies that did not 
remain sensitive to customer needs.” 

Many students of business have said that the first 50 years of this 
century belonged to production. They feel that the last 50 years will 
be the golden age of selling. The great rumblings in the industry that 
are reflected in the change-over to the marketing concept indicate 
this change in emphasis has already come. Teamed up with growing 
production, the added marketing capacity cannot but mean added 
prosperity and a higher standard of living.—PHILIP GUSTAFSON 





REPRINTS of “Selling Tomorrow’s Market” may be obtained for 
35 cents a copy or $27 per 100 postpaid, from Nation’s Business, 
1615 H Street N.W., Washington 6, D.C. Please enclose remittance 
with order. 
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Good news for users of tape 


Here’s the latest idea in sealing 
cartons...the DIAL-TAPER. You 
dial the length of tape and the DIAL- 
TAPER does the rest automatically 

.. Measures tape accurately, moist- 
ens tape with warm water and cuts 
off clean. 

Users report ‘‘up to 50% saving in 
TIME, 25% saving in TAPE, plus 
stronger, neater package. Tape sticks 
tight with one pass of the hands.” 
Used by U. S. Government, Ford, 
General Electric, all types of business. 

For free booklet DT-5 write to 
Marsh Stencil Machine Company, 
Belleville 62, Illinois. +28 
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How one state is handling its growing school needs 


OHIO is demonstrating how businesslike methods can 
help financially poor school districts acquire needed 
classrooms without federal aid. 

Ingredients of the state’s five-year program include: 
> A professional and objective analysis to determine 
each district’s real school needs and ability to finance 
them. 
> Consolidation of some school districts in a way to 
lessen the burden on needy districts and improve their 
financial potential. 
> Research aimed at reducing school construction 
costs. 
> Drawing on the local community’s maximum finan- 
cial resources, within reasonable debt limits. 


Despite 40% enrollment 


increase—pupils per teacher 
dropped 28% to 26% 





> Providing state assistance on a priority basis, keyed 
to urgency of need, and only to those districts which 
are unable to finance their own construction needs. 


> Requiring repayment of state aid, to the extent pos- 
sible, over a maximum period of 30 years. 

Underlying the new program is the conviction that 
Ohio and its local communities have always taken care 
of their school needs and will continue to do so without 
federal help, and that schools are primarily a local 
responsibility. 

Over the past 10 years, the number of pupils per 
teacher has dropped from about 2814 to 2614 despite 
a 40 per cent increase in school enrollment, according 
to figures cited by the Ohio Chamber of Commerce. 

Total spending for schools more than tripled from 
about $175 million in 1945-46 to $593 million in 
1954-55. 

Capital expenditures have risen sharply every year, 
from more than $5 million in 1945-46 to more than 
$139 million in 1955-56. 

Bond issues for school construction voted by local 
communities have also risen almost every year, from 
nearly $41 million in 1946 to more than $100 million 
voted in each of the past four years. They add up to 
about $900 million for 11 years. 

Teacher salaries have more than doubled over the 
same period. Average annual salary for an elementary 


88 


teacher has risen from $1,947 to $4,017; for a high 
school teacher from $2,251 to $4,522. 

Ohio’s five-term governor and new senator, Frank 
J. Lausche, first opposed state aid but came to accept 
it, under certain conditions, for two reasons: 


1. Some Ohio school districts just cannot raise 
enough money for construction because of a low tax 
“duplicate”—the limited amount and assessed value 
of taxable property—and a statutory limitation on 
school district indebtedness. The limitation is nine per 
cent of the district’s tax duplicate; it was raised from 
eight per cent in 1955. 


2. State aid is preferable to federal aid, and may 
help forestall its coming. 


In an interview with NATION’s BUSINESS, former 
Governor Lausche said: 

“Our program demonstrates Ohio’s purpose to solve 
its own problems. It is a fallacy to believe that money 
provided by the federal government is obtained as a 
gratuity.” 

State and local governments should solve their prob- 
lems together without federal intervention, Senator 
Lausche believes. Even within the state, he says, financ- 
ing and other problems should be handled locally as 
much as possible, with the state stepping in to help 
only when local communities are unable to take care 
of themselves. 

The state Department of Education was removed 
from control of the governor’s office last year and 
placed under an independent 23-member Board of 
Education, one member elected from each congres- 
sional district. Those behind the move were inspired, 
in part, by former Governor Lausche’s repeated refusal 
to allow state aid for operating purposes to school dis- 
tricts which did not demonstrate need for it. 

The Board’s personnel committee recommended 
that a professional survey be made to establish Ohio’s 
actual school needs. The committee chairman, Charl- 
ton Myers, pointed out that it would bring a business- 
man’s approach to analysis of the state’s school system. 
It would, he added, be the first study conducted for a 


Spending for schools up: 


$175 million in 1945-46 
$593 million in 1955-56 
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public school system by a private firm devoted to 
management consultation. 

The Board retained Robert Heller & Associates, 
Inc., of Cleveland to survey Ohio’s public school build- 
ing needs over a five-year period, and to recommend 
procedures for granting state aid to needy districts. 
The Heller organization has done work in the past 
for federal agencies as well as city governments and 
private industry. 

The Heller staff distributed a questionnaire to all 
1,249 districts, seeking current information on enroll- 
ments, growth trends, existing facilities, new construc- 
tion required, the district’s financial situation, and 
other pertinent data. There was a 100 per cent re- 
sponse. 

Then members of the Heller staff visited each of the 
districts which said it needed state aid. They reviewed 
the data and discussed classroom needs and related 
factors with local school and other officials. Where 


warranted, the data was revised or refined to reflect the “ 


situation more objectively. 

In determining a district’s financial resources, the 
Heller questionnaire obtained information on the 
amount of additional bonds which the district might 
vote within the nine per cent debt limit; on the un- 
obligated balances of capital outlay funds, and on the 
amounts of building aid already granted by the state 
or in “federally affected” districts by the federal gov- 
ernment. 

Heller analysts also determined how much of a dis- 
trict’s outstanding bonded indebtedness would be re- 
tired in each of the five years and the additional bond- 
ing capacity that would result from estimated annual 
increases in the district’s tax duplicate. 

The annual amount of retirement of new bonded 
indebtedness for each of the five years was estimated. 
These estimates were based on the amount of borrow- 
ing, within the nine per cent debt limit, which would 
be needed to complete the district’s building program. 

The sum of all these factors for each year was the 
district’s potential financial capacity. 


Teachers’ salaries doubled 
$1,94 $4,017 
$2,251 $4,552 








These are the major Heller organization findings: 


Requests for aid: Heller experts concluded that 115 
of the 260 districts which originally claimed a need for 
help did not really require it. They were able either 
to finance their projects alone or to pay for required 
construction by consolidating with another district. 
Twelve other districts which were not among the orig- 
inal 260 which asked for help were added to the needy 
group on the basis of information developed by the 
study. 


Enrollments: Public school enrollments by the 1960-61 
school year will rise to 2,022,590, or 28.3 per cent 
above 1955-56. 

Elementary schools will continue to be under in- 
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Your sales gtory have HING Up? 


Hang it in front of customers and pros- 
pects with beautiful, exclusive Executive 
Group calendars that win top-bracket 
wall space in private offices. 

Shaw-Barton calendar advertising 
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FEDERAL AID 


continued 


creasing enrollment pressures for 
some years. Secondary schools will 
begin to feel the impact of the post- 
war tide of children in 1960-61. En- 
rollment in 1951-52 was 1,274,013. 


Facilities: Last June, Ohio had 3,- 
845 public schools with 64,565 class- 
rooms either in existence, under 
construction, or planned with funds 
available. Of the classrooms, some 
2,424, or 3.75 per cent, were con- 
sidered unsatisfactory because they 
were too small, unfit, hazardous, or 
for other reasons. 

The state also had. 4,465 gym- 
nasiums, auditoriums, combination 
gym-auditoriums, and multipurpose 
rooms. 

Needed by 1960-61 are 9,707 ad- 
ditional classrooms, 5,776 for ele- 
mentary grades and 3,931 for high 
schools. Also 44 gymnasiums, 23 
auditoriums, 67 combination gym- 
auditoriums, and 248 multipurpose 
rooms, as additions to existing build- 
ings. 

Under the proposed program, the 
classroom inventory will increase 
15.6 per cent, compared with a 28.3 
per cent increase in anticipated 
enrollment. That is because many 
non-needy school districts have ex- 
cess facilities which will absorb 
much of the increase in expected 
enrollment. 

Classroom requirements were cal- 
culated on the basis of 30 pupils per 
elementary classroom and 25 per 
high school classroom, which are 
standards of the state Department 
of Education. 

In timing classroom construction, 
consideration was given to econo- 
mies that can be achieved by build- 
ing the requirements of more than 
one year as a single project. 

With the exception of those dis- 
tricts having special problems, no 
district was deemed to qualify for 
state aid unless it met the state 
Board’s minimum criteria for a per- 
manent high school center. These 
require that the district have at least 
240 pupils in grades nine through 12 
and taxable property exceeding $5 
million. 


Costs and aid needed: Total build- 
ing costs to meet needs for the five- 
year period are estimated at $324,- 
366,368. This is broken down as fol- 
lows: $144.7 million for this school 
year and next (combined because 
state funds won’t be available until 
past the middle of this school year) , 
$57.9 million for 1958-59, $55.8 mil- 
lion for 1959-60, and $66 million for 
1960-61. 
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The 115 needy districts will have 
costs of $115.9 million, of which they 
will be able to finance $66.4 million 
and will need state aid amounting 
to $49.5 million. 

To obtain sound cost data, the 
Heller staff obtained assistance from 
the Architects Society of Ohio. Dis- 
cussions were also held with the re- 
search committee of the state Board 
of Education and with key personnel 
of the state Department of Educa- 
tion. Agreement was reached on 
school building standards, with em- 
phasis on economy. 

After devoting six months to the 
study and analysis of Ohio’s prob- 
lem, the Heller organization made 
these recommendations: 


> Consolidation of some needy dis- 
tricts so as to improve their finan- 
cial structure or make better use of 
school facilities, or both. This would 
reduce the total number of districts 
by 152, from 1,249 to 1,097. It fur- 
ther proposed that the state assist 
those districts only on condition that 
they do consolidate. The report 
called this ‘‘a constructive use of the 
state Board’s influence in stimulat- 
ing the creation of administrative 
units better able to offer a well- 
rounded program of education.” 


> Adoption of a new, simplified pri- 
ority plan to be used to measure the 
relative urgency of need among dis- 
tricts. 

The priority factor for any one 
school year would be computed by 
dividing the number of pupils by the 
number of satisfactory classrooms 
which exist or can be financed with 
local funds. The larger the result, 
the higher the priority. On that 
basis, the report computed the pri- 
ority for each school year for each 
of the 115 districts for which aid is 
recommended. 





City does without aid 


Columbus, Ohio, has never had fed- 
eral or state aid, crowding, or half- 
day school sessions. Here are its 
record and plans: 

Studies are made every two or 
three years, sites purchased in anti- 
cipation of needs. 

Almost $45 million in construc- 
tion bonds voted in 10 years. 

Tax rate unchanged, three mills. 

In seven years, 28 new school 
buildings completed, 90 additions 
and major remodelings, 36 sites pur- 
chased. 

In next few years, will build 17 
more schools and 14 additions, ob- 
tain sites for two high schools. 


The formula presumes that a dis- 
trict will have exhausted its own 
financial resources. Having done so, 
the degree of overcrowding deter- 
mines its priority. 

Before a district may qualify for 
a priority, it would have to: 


1. Qualify as a permanent high 
school center. 


2. Bond itself to the nine per cent 
legal limit. (The law permits no re- 
laxation of this requirement and sets 
no ceiling on the resulting tax rate.) 


3. Consolidate with other districts 
where that is desirable. 


> Enactment by the legislature of 
enabling legislation under which the 
state would sell, rather than lease, 
classroom facilities to the districts 
on a deferred payment arrangement 
spreading over 30 years. The plan 
being considered by the legislature 
would be set up and operate in this 
way: 

The state Board of Education 
would be designated as the agent of 
the state in the use of state bond 
money for scheol building mainte- 
nance. The legislature would ap- 
propriate biennially the amount of 
bond money to be utilized. 

The Board would exercise full 
authority in allocating aid to school 
districts, but would make periodic 
accounting to the legislature. 

After determining that a school 
district is eligible for assistance, the 
Board would give ,conditional ap- 
proval for a particular project. To 
qualify for final approval, the dis- 
trict would have to obtain a favor- 
able vote of its electorate: 


1. For the issuance of bonds up to 
the nine per cent of tax duplicate 
limit and 


2. For the use and repayment of 
state funds with an additional levy. 

It would also have to obtain bids 
for construction. 

The state Board would then enter 
into a contract with the participat- 
ing district Board of Education, au- 
thorizing the local Board to acquire 
sites and construct classrooms in the 
name of and under the supervision 
of the state Board. Proceeds of the 
bonds of the school district and the 
state funds would be held by the 
state treasurer for construction of 
the project. 

When construction is completed, 
the state would sell.the property to 
the school district on a deferred pay- 
ment plan, covering principal, inter- 
est and administrative expenses. The 
district would be required to repay 
the state annually at the minimum 
rate of a one mill tax, beginning the 
first year after receiving state funds. 

The district, further, would have 
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Coal eyes the future 


...and here’s how banks help. 


There’s more to a chunk of coal than 
meets the eye. 

Stored inside this most basic of fuels 
is the age-old energy of the sun. And 
now, coal that once served man as fuel 
alone goes into everything from lead 


pencils to linoleum—DDT to TNT. 


To unlock the riches of coal, many 
people work together. Men who mine 
the coal. Manufacturers who build ma- 
chines and safety devices that increase 
coal production. Research men who, 
day by day, develop new coal by-prod- 


ucts. And there are bankers too. 


COAL CASH 
Bank loans provide ready cash for min- 
ing and delivering the coal that pow- 
ers industry, generates our electricity, 
and keeps the home fires burning. 
Bank financing helps export millions 
of tons of coal to nations all over the 
world. And bank loans back the con- 
version of coal into countless products. 


YOU WIN 


In the coal industry, as in almost all 
business, large or small, bankers are at 





work. Their services and resources are 
available wherever they can help most 
to stimulate growth and productivity. 

The Chase Manhattan Bank of New 
York, leading lender to U.S. industry, 
is proud of the contribution commer- 
cial banks are making to the well-being 
of the entire nation. 


THE 
CHASE 
MANHATTAN 
BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








WHIPS 
ACCOUNTING 
COSTS Fast, accurate, automatic, with front-feed 


carriage and other big-machine features, the 
Burroughs Director Accounting Machine saves 
time, gives you timely business figures when 
you need them . . . ata price small businesses 
can afford. See it today at our nearest branch. 
Burroughs Corporation, Detroit 32, Michigan. 
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‘‘Burroughs’’—Reg. TM. 
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This remarkable 
development in “‘office 
printing’ combines the 
simplicity of the stencil 
duplicator with the automation 
and quality of the modern 
printing press. Gestetner duplicating 
is amazingly print-like in quality, 
making possible undreamed of economies 
in the production of your own forms, 
price-lists, bulletins and, yes . . . illustrated 
catalog pages, too! Instant color changes . . . and 
always ready for instant use. Spotlessly clean 

in operation. A Gestetner costs no more than 

an ordinary duplicator. 


NO CANS...NO PADS...NO BRUSHES 


Simply snap the tube of 
printer’s style paste-ink into 
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SINCE 1881 
THE WORLD'S FIRST AND FOREMOST MANU- 
FACTURER OF DUPLICATING EQUIPMENT. 


Inventors of the dual-cylinder, 
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to maintain a minimum tax rate of 
5.5 mills for bonds and interest un- 
til obligations to the state have been 
fulfilled, but not for more than 30 
years. At the end of 30 years, the 
obligation would terminate, whether 
repaid or not. The state would re- 
tain an interest in the property until 
the obligation was terminated. 


The state school construction aid 
program is tied to a $150 million 
bond issue for public buildings ex- 
penditures over the next five years 
approved by Ohio voters in 1955. 
Assistance on a reimbursable basis, 
specified in the _ constitutional 
amendment which provided for the 
bond issue, will replace outright 
grants which the state began mak- 
ing in 1951, the first year Ohio gave 
construction aid to school districts. 
The grants have totaled $15 million. 

Just how much of the $150 million 
will go for schools is undetermined. 
The bond issue is the first in which 
the state has included funds for 
school construction. Half of it—$75 
million—must go for mental institu- 
tions, the original purpose of the 
bond issue proposal. 

The other $75 million, but not 
more than $15 million a year, may 
go for school construction aid and 
for university and state office build- 
ings, with no specific allocation be- 
tween the three. 

Heller cost estimates were based 
on actual current school construc- 
tion costs. The report recognizes 
that changing costs and various 
other factors may influence the 
amount of state aid needed. 

Heller lists these among factors 
which could affect significantly the 
amount of aid needed from the state: 


1. A probable continuation of rising 
construction costs. 


2. Research on reduction of school 
construction costs. A project is being 
conducted by an architectural con- 
sultant for the state Board. Lower 
costs might result from variations 
in design and materials used and re- 
vision of building codes. 


3. Redistribution of tax valuations. 
It can substantially reduce aid need. 


4. Federal building aid in federally 
affected districts. Allocations under 
an extension of the law can reduce 
local aid needs. 


5S. Change in the nine per cent legal 
debt limit. 


6. Change in pupils-per-classroom 
standards. Building requirements, 
and thus state aid needed, would be 
directly affected by any revision in 
the standard of 30 pupils per elemen- 
tary classroom and 25 per high 
school classroom. END 
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The most direct approach to the job of moving freight 


is to ship by truck. 


Why? Because truck transport is the only transporta- 
tion system that provides dock-to-door service. In 
addition to being fast, flexible, and versatile in their 
application, trucks allow freight to travel undisturbed 
from origin to destination, escaping the hazards and 


delays of frequent handling. 


Isn’t it plain to see why trucks are preferred... . 
to the extent of handling more than three times the 
ae ee Rihana em a 


tonnage moved by all the other forms of transporta- 


tion combined? 


AMERICAN TRUCKING INDUSTRY 


American Trucking Associations, Inc., Washington 6, D. C. 


If You’ve Got It ... A Truck Brought It! 






















YOUR MOVE cee 
NEXT? 


From the United States, Great Britain, France, Germany, Italy 
and all parts of Canada, industrial capital is pouring into British 
Columbia at an amazing rate. Investigate today. For industrial 
information on British Columbia, write Department of Trade and 
Industry, Parliament Buildings, Victoria, B.C., Canada. 


Hon. E. C. Westwood, Minister. T. L. Sturgess, Deputy Minister. 


Ciututtd-had wovid Tr 
: Eyruitthe OQlumbla 
Find out how YOU can move 
things faster and cheaper 


with FARQUHAR 
GRAVITY CONVEYORS 


>» Speedy handling. Not even a charge for 
power, because gravity does the work. 


B.C; 36-1 





> Simple and easy to install because in most 
cases no engineering is required. 


> Can be permanently installed or used as port- 
able units to be moved from place to place. 


This gravity conveyor is moving cartons of 
food to a food supermarket but it might 
be YOUR merchandise in YOUR place 
of business. 


> Made in a variety of widths and styles to 
handle almost any shape, size or weight 
of material. 


Send for This FREE BOOK... \t gives com- 
plete information about Farquhar Gravity 
Conveyors for every purpose. Many 


installations and uses. 
OLIVER 





CONVEYORS 


A. B. Farquhar Division, The Oliver Corporation 
Dept. F-63, York, Pa. 
Factory Branch: 618 W. Elm St., Chicago 10, Ill. 





c Don't turn the page just because you are 

pany i not in the milk busi Can't you visuali 

f how a gravity conveyor like this could 
save men and money in YOUR store, ware- 

j house or factory? 














Address. 





City. State 
me See Se eS es ee ee ee es ee ee ee ee ll 





i 
' 
! 
1 
i Name . 
I 
! 
I 








BUSINESS FUTURE 


continued from page 31 


creases are either stimulating or 
stabilizing—they tend to offset the 
effect of drops in employment upon 
the size of payrolls, and, in the case 
of stronger companies, they do this 
without forcing cuts in other kinds 
of spending. 


4. Improvements in the banking 
system and in the condition of banks. 
In the old days, banks aggravated 
the more severe contractions of 
business by engaging in a competi- 
tive pursuit for liquidity. The most 
conspicuous example of this _ be- 
havior, of course, was following 1929. 
The banking system has been great- 
ly strengthened by amendments to 
the Banking Act in 1935 and by the 
acquisition by the banks of enor- 
mous quantities of government 
securities issued during the war. 
The banks are now strong enough 
so that they can be counted upon, 
in most instances, to try hard to ex- 
pand their earning assets in periods 
of business contraction. This change 
in bank behavior is a great contribu- 
tion to economic stability. 

These several influences that are 
reducing the cyclical movements of 
industry tend to reduce cyclical 
movements still further by loosening 
the economy and creating a tend- 
ency for different parts of the 
economy to move up or down in- 
dependently of each other. The ef- 
fect of these opposite movements is 
stabilizing. 

The lcosening up of the economy 
is illustrated by the divergent move- 
ments of the nine principal forms of 
expenditures on various occasions: 
1, durable consumer goods; 2, 
nondurable consumer goods; 3, con- 
sumer services; 4, residential non- 
farm construction; 5, other con- 
struction; 6, producers’ durable 
equipment; 7, inventories; 8, goods 
and services by the federal govern- 
ment; and, 9, goods and services by 
state and local governments. For 
four quarters in 1949, beginning 
with the first quarter, the gross na- 
tional product dropped. In one of 
these four quarter-to-quarter drops 
in the gross national product, three 
of the nine principal forms of ex- 
penditures (seasonally adjusted) 
increased; in two of the quarter-to- 
quarter drops, five of the nine prin- 
cipal forms of expenditure increased; 
and in one quarter-to-quarter drop 
six of the nine principal forms of 
expenditure increased. Again in 
1953 there were two quarter-to- 
quarter drops in the gross national 
product, but on each occasion three 
out of the nine principal kinds of 
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spending increased. There is a 
stronger tendency for all kinds of 
spending to move together in peri- 
ods of vigorous boom, but even when 
the quarter-to-quarter increases in 
gross national product have been 
large (as in the case of the four quar- 
ter-to-quarter changes beginning 
with the fourth quarter of 1954), 
one or two of the principal forms of 
spending have been dropping. 

In the first nine months of 
1956, when demand was pressing 
hard on the capacity of industry, 
three important forms of spending 
(on durable consumer goods, non- 
farm residential construction, and 
inventories) were dropping. 

Two important forms of spending 
have recently moved in opposite di- 
rections on crucial occasions. They 
are outlays on consumer’s durable 
goods and outlays on producers’ dur- 
able goods. Thus, for the nine-month 
period from the third quarter of 
1949 through the first quarter of 
1950, when expenditures on pro- 
ducers’ durable goods were drop- 
ping, expenditures on consumers’ 
durable goods were rising. Again in 
1954, from the second quarter of the 
year through the first quarter of 1955 
(a period of 12 months), expendi- 
tures on producers’ durable goods 
were dropping, but outlays on con- 
sumers’ durable goods were rising, 
limiting the contraction in business. 
Still again, beginning in the fourth 
quarter of 1955 through the third 
quarter of 1956, a period of 12 
months, when outlays on producers’ 
durable goods were rising, expendi- 
tures on consumer’s durable goods 
were falling. 

I do not assert that a rise or fall 
in expenditures on one of these 
classes of goods causes the opposite 
change in expenditures on the other 
class. I am simply pointing out that 
our economy has loosened up to such 
an extent that opposite movements 
of important forms of outlays have 
tended to limit the ups and downs 
of business. 


Rising price level 


The economy has been develop- 
ing conditions that tend to produce 
a slowly rising price level. The full 
extent of this tendency has been ob- 
scured by the downward movement 
of farm prices, which have fallen 
more than seven per cent since June, 
1954. But farm prices cannot be ex- 
pected to drop indefinitely. Their 
drop will be limited by the move- 
ment of people out of agriculture 
which tends to limit the output of 
agriculture. Since incomes in agri- 
culture are far below the incomes 
yielded by work of similar skill or 
responsibility outside of agriculture, 
the movement out of agriculture, 
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| More Accurately 


Here is the first improvement in shorthand notebooks in 20 years. 

It is designed to save a stenographer’s time and help increase her accuracy! 
It spells! No more time wasted looking up words in clumsy dictionaries. 
The 500 most often misspelled words in a business office are at her 
finger tips — on the cover of the ‘500’ Notebook. 


It hyphenates! The words are divided to show where to hyphenate 
when necessary. 


Spacing is wider! 214 lines to the inch for faster note taking. It’s easier 
| to make changes, too. 


/ Smooth paper surface designed for ‘‘quick-glide” note taking. 


Cool, green Eye-Ease paper helps prevent eyestrain and fatigue that 
leads to careless errors. 
| Here’s a simple, easy way to promote efficiency in your office . . . save 
stenographers’ time .. . help them do a better job. Tests already indicate 
that this will be U. S. A.’s favorite steno book. Pick up the phone and 
say “I’ll have a supply of National’s ‘500’ Notebooks” to your 
National Stationer. National Blank Book Company, Holyoke, Mass. 


See Your ; 
NATIONAL BLANK BOOK 
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which has been going on for more 
than 40 years, will continue. 

T e C '@) n & re n or = The prices of commodities other 
than farm products and foods show 
a strong tendency to creep upward. 
In the 29 month-to-month changes 
'D) e gq k Eve ry that have occurred since June, 1954, 
: the index of these prices has moved 
: upward 24 times; it has dropped 
only four times, and it has remained 
Key Ma n unchanged once. In all it has risen 

. ; about 7.7 per cent in 28 months. 
4 A continuation of this slow rise in 
_ prices is likely in the long run. One 
N e € a LS iF reason is the growing capacity of the 
: economy to increase the demand for 
goods. A second reason is the pros- 
pect that the labor expenditure re- 
quired to obtain given quantities of 
nonreplaceable raw materials (pe- 
troleums and metals) will increase. 
Only a small part of the world is in- 
dustrialized, and as other countries 
build up manufacturing industries, 
the demand for petroleum and 

metals will increase enormously. 

The third and most important rea- 
son for expecting a slow rise in prices 
is the bargaining power of trade un- 
ions. If the economy succeeds in 
maintaining a strong demand for 
goods and a high level of employ- 
ment, the unions will push up wages 
and fringe benefits a little faster than 
gains in the productivity of labor. 
Under such conditions, it takes a 
long stoppage to force unions to lim- 
it their demands to the gain in pro- 
ductivity, and the country will not 
stand for long stoppages in the steel 
industry, the automobile industry, 
the rubber tire industry, the coal 
industry, and many other industries. 
Already many long-term contracts 
provide for annual wage increases 
that will more than absorb all gains 
in productivity likely to be made 
during the life of the contract. If 
labor costs rise, the price level will 
also have to rise. 

But will not technological *esearch 
raise productivity as fast as unions 
raise wages and fringe benefits, there- 
by preventing a general increase in 
labor costs? That possibility is not 
bright, because the new equipment 

E , and new plants required by changes 

a omg o. Bizae al mg in technology must be supplied by 
. Corp. ‘ ! 22s . 

ox 32, itil the existing plant and equipment of 

Please send me a free copy of your “Correlation” industry. Thus, the more rapid the 

acts Seodune. tii : rate of technological change, the 

| greater is the pressure upon the exist- 

SS Ee a ee ing resources of industry. This pres- 

Company sure puts the unions in a strong 


bargaining position. 
Street 


Growing competitiveness 


Competition is becoming more in- 
tense in most industries. This fact is 
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KELLOGG INTERCOMMUNICATIONS 


SEE OUR CATALOG 


IN SWEET'S 
CHITECTURAL 
FILE——_, 


OR WRITE FOR COPY 


> new standards of 
efficiency and dependability 
in intercommunications, 


and NOW, SOU N .D 


Don’t overlook what you can’t see... the waste and misunderstanding 
resulting from noisy intercoms and screeching sound— 
the savings and efficiency you enjoy with a “Hi-Fi” type system. 





Kellogg’s 60 years serve you now 


Se you plamt. . Hi-Fi Sound . . . enjoy the advantages 


of voice a music, instantaneous announcements. Kellogg’ s new line of sound 
equipment brings to industrial sound the same Hi-Fi quality which has long 
distinguished Kellogg Intercommunications Systems. This sound system 

can be completely integrated with your intercommunications system, 

permitting phone-to-loud-speaker connections. 


Mu You dhe . Kellogg’s convenient Select-O-Phone 


Systems provide “you tao instantaneous contact with anyone in your 

organization. Allow you to clear your desk faster . . . keep your switchboard free for 
incoming calls. Select-O-Phone Systems include such unique features as conference 
facilities, executive right of way, and central dictating. 


’ 
. . 
Nawal SOMCL . .. Means on-the-spot engineering 


and skilled installation. Prompt, efficient service of your system is always 
available. Lifetime warranty. 


Write, today, for illustrated folders on 
Kellogg Select-O-Phone and Kellogg Sound Equipment, 
and the name of your nearest dealer. 


Dealers in principal cities of 


Siunet penne auth Gamat Kellogg Switchboard and Supply Co. 


Commercial Products, Dept. 7-B 
79 W. Monroe Street, Chicago 3, Illinois 
Telephone: DEarborn 2-0750 


Gentlemen: Please send your special kits on: 
Kellogg Communications and Sound 


Systems 


Also include the name of my nearest 
Kellogg dealer 


KELLOGG SWITCHBOARD AND SUPPLY CO. 
A Division of 


Inte ional Teleph and Telegraph Corp. 


Quality Communications Systems 
Bi cin 


Quality Components for Industrial Control 
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You know what YOU want 
—better than we do 


xxkwk 


Ir you’re a key executive in an industrial concern 
seeking a new plant site, you certainly know your 
requirements better than we do. 


There’s a definite possibility that in the vast west- 
ern territory served by our railroad, there will be 
one or more available sites coming mighty close to 


filling the bill. 


Apart from all other factors, however, there’s no 
question as to the importance of transportation. 
That’s where we come in. Plants located on or near 
Union Pacific trackage are assured of a rail service 
that is second to none. 


If you will tell us, confidentially, what specific re- 
quirements you have in mind, we'll be very glad to 


be of help. 


Just phone your nearest U.P. representative—or 
contact us direct. 


INDUSTRIAL DEVELOPMENT DEPARTMENT 


UNION PACIFIC RAILROAD 


Omaha 2, Nebr. 


Map at left shows 
states served by 
Union Pacific 
Railroad 








BUSINESS FUTURE 


continued 


reflected in the rather poor record 
of corporate profits during the past 
five years. In 1956, profits after in- 
ventory valuation adjustment are 
running at about the same rate as in 
1951 when the total output of the 
economy was about one fifth less. 

One reason for keener competition 
is the growing competition between 
old goods and new goods. This kind 
of competition is becoming keener 
because people are becoming better 
supplied with goods and can easily 
postpone buying new goods. Thus, 
the amount of durable consumer 
goods owned per person, when ex- 
pressed in dollars of constant pur- 
chasing power, considerably more 
than doubled between 1900 and 
1949. 

A second reason why competition 
is becoming keener is industry’s 
growing capacity to improve prod- 
ucts and methods. Every enterprise 
is threatened to an increasing extent 
with the possibility that its rivals 
may bring out a new or cheaper 
product. Hence, there is a growing 
rivalry in attempts to make techno- 
logical discoveries. 

The new competition may even 
come from another industry because 
one of the principal effects of tech- 
nological progress is to supply indus- 
try with an ever growing variety of 
materials, processes, and products. 
The only protection against compe- 
tition from new and better products 
and methods is to improve one’s own 
product and one’s methods. Thus, 
the competition in technological re- 
search tends to become keener and 
keener. 

Finally, competition is being stim- 
ulated by the growing rewards for 
successful innovation. The bigger 
the market, the greater are the re- 
wards reaped by the developers of 
successful new products. Never have 
the prizes for successful innovation 
been as huge as they are today in 
the immense American market which 
accounts for 40 per cent of all the 
world’s consumption. These rewards 
will be even larger tomorrow. The 
enormous rewards for successful in- 
novation explain in part why large 
firms in industries where there is 
considerable concentration of pro- 
duction compete vigorously for 
larger shares of the market. In a 
rapidly changing economy enter- 
prises must struggle hard even to 
hold their share of the market. 

But is it not a contradiction to 
argue that competition is growing 
more intense but prices are likely to 
creep upward? Will not competi- 
tion prevent prices from rising? The 
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Only 7195 buys a true photocopyer 
the new, all-electric DRI-STAT ‘200’ 


And look what you get for your money! 


1. The Dri-Stat ‘200’ is a true photocopyer. It makes 


sharp black and white copies of anything — doesn’t 


drop out pastel colors; doesn’t muddy details or 


halftones. 


2. The most complicated material can be copied with 


absolute accuracy in less than one minute at a 
cost of less than Q¢. 


3. A top quality machine despite the rock bottom 
price. Processing and developing units are elec- 
trically operated. Copies are as clear as those 
from photocopyers costing twice as much. Papers 


up to 9” wide and in any length can be copied. 


ADIVISION OF PEERLESS PHOTO PRODUCTS, INC., SHOREHAM, N.Y. 
office photocopy specialists and builders of photocopyers and supplies 





PEERLESS 





STAT “a 











4. The ‘200’ is a general-purpose office machine. It 
takes less desk space than a typewriter, weighs 
approximately 20 pounds. Anyone can use it. 
The design is so simple that no special operator 
is needed. Office people like to use it because 
it is clean and it saves time. 


The versatile Dri-Stat ‘200’ is the first true all- 
electric photocopyer priced at less than $350 — 
$400. Ask us to demonstrate it before you accept 
any substitute system. 


Auto-Feed, Dri-Stat’s exclusive auto- 
matic paper teed, is available as op- 
tional equipment on the ‘200’ 


DRI-STAT Division 
Peerless Photo Products, Inc. 
Shoreham, New York 


C) Id like to see the Dri-Stat ‘200’ ot work in my office. Will 
you ask your distributor to make an appointment with me? 


(] Send me more information on the low-cost Dri-Stat ‘200’. 
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* Fairfax Towels used by Quaker Oats Research 
Laboratory are supplied by Chicago Towel Com- 


pany, Chicago, Illinois. 





e In a spanking new building in Barrington, Illinois, the Quaker Oats Com- 


. pany, one of America’s oldest and most respected food producers, maintains 


a complete research laboratory. Just as its research problems are related 


to today’s (or tomorrow’s!) modern living, so are all facilities as up-to-date 


as possible. And that includes cotton towels for drying laboratory glassware. 


Cotton towels are quick-drying and lintproof. They help to maintain a 


M neat, clean environment at low maintenance cost. 


Why not try cotton for the towel job in your plant? For free booklet on 


+ how cotton towel service will help you, write Fairfax, Department N-2, 65 


Worth Street, New York 13, New York. 


Here’s How Linen Supply Works... 


SUPPLY in your classified telephone book. 


fatrtax- Towels 





‘ WELLINGTON SEARS COMPANY, 65 WORTH STREET, NEW YORK 13, N. Y. 


100 


You buy nothing! Your linen supply dealer furnishes 
everything at low service cost—cabinets, pickup and 
delivery, automatic supply of freshly laundered towels 
and uniforms. Just look up LINEN SUPPLY or TOWEL 


Clean Cotton Towels... 
Sure Sign of Good Management 
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answer is “no.” Competition will 
prevent prices from rising faster 
than costs, but it will not prevent 
prices from being adjusted in the 
long run to rises in costs. 


Significance of these trends 


These five basic economic trends 
have far-reaching implications for 
the country. Our growing capacity 
to produce and to increase the de- 
mand for goods and the diminishing 
susceptibility of the economy to 
cyclical movements mean that the 
country can look forward with con- 
siderable confidence to rising pro- 
ductivity and to an expanding and 
rather stable demand. Today the 
fear, held by many economists in the 
thirties, that any economy with high 
per capita production must expect a 
chronic deficiency of demand, seems 
pretty foolish. But this over-all pic- 
ture of adequate demand and rather 
steady expansion that I have painted 
must not lead one to overlook the 
fact that, in an economy of rapid 
technological change, many old in- 
dustries are bound to suffer from the 
competition of new products—as 
the experience of interurban lines, 
the electric street car lines, vaude- 
ville, the textile industry, the soap 
industry, so vividly shows. Some- 
times an old industry makes a strong 
comeback, as the coal industry seems 
to be doing. 

The present trends have the net 
effect of making stocks more attrac- 
tive relative to bonds. Certainly, 
four of the trends (the growing ca- 
pacity of the economy to increase 
productivity, its growing capacity to 
increase demand, its diminishing 
susceptibility to business cycles, and 
the influences tending to raise 
prices) all tend to raise the attrac- 
tiveness of stocks relative to bonds. 
On the other hand, the increasing 
intensity of competition undoubted- 
ly tends to make bonds more attrac- 
tive relative to stocks. 

The buyer of bonds does not di- 
rectly share in the fruits of techno- 
logical progress. As research be- 
comes more important, the exclusion 
of the bondholder from direct par- 
ticipation in the gains of progress 
becomes an increasing disadvantage. 
In addition, the chance is remote 
that there will be falling prices to 
help the bondholder, and there is a 
strong chance that he will suffer 
from rising prices. 

Thus far, the prospect that prices 
will slowly creep upward in the long 
run has had rather limited effects in 
the capital market, though it has 
affected the investment policies of 
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The New Victor Duomatic Cash Register 








YOU CAN'T BUY THIS QUALITY 
FOR LESS MONEY! 





New Receipt-Issuing Feature 


. itemizes purchase, takes a total, 
and issues a detailed receipt for your 
customer! 


Available in 
Hand or 
Electric Models 





It’s an item-adding Cash Register...an adding machine! 


Figure out what you’d expect to pay for a simple, ordinary 
cash drawer machine. . . then get ready to be surprised at 
the low, low cost of the new Victor Duomatic. It’s an item- 
adding, receipt-issuing cash register . . . backed by the 39- 
year reputation of the Victor Adding Machine Co. 

It really goes to work for you—it gives you a permanent 
record of every sale on tape and provides a printed receipt 
for your customer. It designates clerk or department, totals 
sales, and gives grand total of full-day’s cash receipts. 
Then—use it as an adding machine, any time—without 
disturbing your business total. 


Victor Adding Machine Co. 
Chicago 18, Illinois 
Victor-McCaskey Limited— Galt, Ontario 


Manufacturers of Business Machines, Cash Registers, Business 
and Industrial Systems, Electronic Equipment, Electri-Cars. 


It’s a real beauty, too—up-to-the-minute in design, with 
a handsome Fiberglas case that won’t chip, crack or dent. 
And you can buy it for less than any other item-adding 
cash register on the market! 


For more information about the new 
Victor Duomatic Cash Register, mail the 

coupon below, or look under “V”’ for A 
Victor in the ‘Adding Machine section In The 

of the Yellow Pages. 


Yellow Pages 


Victor Adding Machine Co., Dept. NB-257 

Chicago 18, Illinois 

Please send new informative booklet on the Victor Duomatic 
and name of nearest Victor representative. 
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HARTER MODEL 1800-8 
EXECUTIVE 
SWIVEL CHAIR 







HARTER QUALITY 
COSTS LESS THAN 
YOU MAY THINK 


Here’s a quality executive swivel 
chair that fits the tightest budget. 
The 1800-B has fine, electrically- 
welded steel construction, rugged 
chair control, durable baked-on 
enamels and top grade upholsteries. 

Check the low delivered price with 
your Harter dealer and have a free 
trial of the 1800-B in your own 
office. Write for illustrated literature 
—we’ll send name of your nearest 
Harter dealer. 
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BUSINESS FUTURE 


continued 


many endowment funds, mutual 
funds, pension trusts, and individual 
investors. Partly the reason has been 
that it has had little effect upon the 
sources of institutional investment 
funds (life insurance companies and 
savings banks) and partly because 
important institutional investors are 
drastically limited by law in their 
right to buy stocks. 

Many buyers of life insurance and 
depositors in savings banks are ap- 
parently willing to ignore long run 
trends because they are not really 
interested in the long run: But the 
possibility cannot be overlooked that 
eventually the supply of funds avail- 
able for fixed-dollar investments will 
become inadequate and that higher 
interest rates may not compensate 
for this inadequacy. Furthermore, 
the strong probability that the price 
level will creep upward makes it de- 
sirable that the basic design of pen- 
sion plans be reconsidered. Some 
industries may decide to set up some 
kind of variable annuities similar in 
general design to the variable annui- 
ties now provided for college and 
university teachers through the Col- 
lege Retirement Equities Fund. 

The growth of research, the accel- 
eration of innovation, and the grow- 
ing intensity of competition affect 
the structure and the policies of 
management. It is becoming increas- 
ingly important that managements 
have an opportunity to think and to 
make long-range plans. Many large 
companies have reorganized the 
structure of management to free top 
executives from responsibility for 
routine administration and to give 
top management a better opportu- 
nity to do policy-making and plan- 
ning. Similar changes probably need 
to be carried down into enterprises 
of medium size. 

The threat of slowly rising prices 
makes it especially important that 
managements do what they can to 
raise productivity in ways that do 
not create sellers’ markets for labor 
and thus raise labor costs. This can 
be done by getting more production 
from existing equipment—thereby 
limiting the demand for new equip- 
ment. More output can be gained 
from existing equipment by better 
selection, training, and supervision 
of workers, by better organization 
and scheduling of work, by better 
control of the quality of raw ma- 
terials, by better planned mainte- 
nance, and, in some cases, by two- 
shift or three-shift operations. 

The expansion of research and the 
increasing intensity of competition 
are increasing in many industries 
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the size of enterprise that is most eco- 
nomic. Rapid technological change 
and more intense competition make 
it important to reduce the risks of 
business by diversifying product 
lines. These same conditions also 
make it important that enterprises 
be large enough either to do techno- 
logical research themselves or to con- 
tract for research help from outside 
organizations. It is often hard for 
concerns to acquire by natural 
growth the needed diversity of prod- 
ucts or the volume of sales needed 
to enable them to meet the cost of 
good research work. Mergers are 
often the best way of achieving these 
conditions. Undoubtedly, many 
more mergers are needed, particu- 
larly among small concerns and con- 
cerns of medium size. 

The growing importance of prod- 
uct diversification and research cre- 
ates problems for newly organized 
concerns. The new enterprise is like- 
ly to start as a single-product firm. 
Some years are usually needed be- 
fore it can take on new products or 
gain diversification by merger. And 





America is not Utopia. But as a 
way of life, it comes closer to be- 
ing Utopia than any other living 
pattern ever devised by man, 
and we can always 
make it better. 


—Boyd Campbell 
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the new concern may have trouble 
in doing the needed amount of re- 
search. Corporation tax laws need 
to be reviewed for the purpose of 
discovering whether they should be 
modified to make it easier for new 
concerns to grow and survive. 

The sellers’ markets that are the 
result of industry’s success in raising 
the demand for goods mean that a 
policy of credit restraint will be in 
effect during most of the time in the 
foreseeable future. This prospect 
raises difficult problems that up to 
now have received little attention. 
Credit restraint seems to bear un- 
evenly upon different parts of the 
community. The most fundamental 
question raised by a long continua- 
tion of the policy of credit restraint 
is whether the interests of the com- 
munity are satisfactorily served by 
letting the allocation of scarce in- 
vestment funds be pretty completely 
determined by the usual marketing 
tests. If some modification of the 
allocation of funds by the market is 
needed, can private lenders and 
buyers be relied upon to see that the 
interests of the community are satis- 
factorily served in the allocation of 
savings and credit? Fortunately 
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some large banks and insurance 
companies have already begun to 
grapple with this problem. 

The sellers’ markets also are 
creating a new era and new problems 
for trade unions. In the past, labor 
organizations have been struggling 
to get what they consider to be a fair 
share of the gains of productivity. A 
high level of employment and the 
rapidly growing demand for goods 
are enabling most unions to raise 
wages a little faster than the increase 
in productivity. Hence, unions lose 
through rising prices part of the 
wage increases that they gain. 
Unions, therefore, need to consider 
whether it is really worthwhile to 
raise wages faster than industry as a 
whole can raise the productivity of 
labor. There is an obvious clash 
here between the interests of the 
strongest unions and the interests of 
workers as a whole. This is a new 
problem which unions have never 
had to face. 

Finally, technological changes are 
changing the composition of the la- 
bor force with profound effects upon 
the nature of the community itself. 
Industry has less and less use for 
unskilled labor and more and more 
need for technicians of various kinds, 
skilled craftsmen, and various kinds 
of white collar workers. These 
changes are having two principal 
effects. In the first place, they are 
increasing the size of the traditional 
middle-class occupations. In the 
second place, they are changing the 
point of view of the middle class by 
making the middle class more em- 
ploye-minded and less management- 
minded. 

It is too early to appraise fully 
the complete effects of the changing 
composition of the labor force upon 
the outlook of the community. Ap- 
parently, the effect is to weaken both 
the conservatives and the radicals 
and to strengthen the middle-of-the- 
roaders. The kind of public policies 
which seem to be demanded by the 
new middle class are policies which 
go quite far in protecting the in- 
terests of employes (giving them 
pensions, severance pay, sickness in- 
surance, and unemployment com- 
pensation), but which, at the same 
time, recognize that the ultimate 
sources of high living standards are 
high productivity, a high rate of in- 
novation, and a vigorous spirit of 
enterprise. 





REPRINTS of “Five Trends Shape 
Business Future” may be obtained 
for 17 cents a copy or $12.75 per 100 
postpaid, from Nation’s Business, 
1615 H Street, N. W., Washington 6, 
D. C. Please enclose remittance 
with order. 
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OUTLOOK FOR TAXES 


continued from page 33 


year in and year out, to be in the 
black. We must recognize the need 
on occasion for tax reduction as a 
stimulus when our economy is turn- 
ing down and we are losing the 
momentum and progress that we 
have had. Our Subcommittee on 
Tax Policy said a year ago that the 
situation that existed then made it 
inadvisable to reduce taxes. We 
hoped there would be some surpluses 
that could be used to retire bank- 
held public debt. We thought that 
was more in the public interest at 
that time. 

Now we still have evidence of per- 
haps most of the factors that led us 
then to that conclusion. In the mean- 
time there has been need for greater 
government expenditures than we 
visualized and they have used up 
much of that increase in revenues 
that would otherwise have been ap- 
plied either in tax reduction or in 
debt retirement. We envisioned per- 
haps as much as $2 billion or more 
for debt retirement when we made 
our statement. We don’t envision 
any such surplus, incidentally, for 
the present fiscal year, and it is not 
likely that there could be that much 
of a surplus at the end of fiscal 
58. However, it is too far ahead for 
any of us safely to predict. 

Is inflation a big factor? 


Concern over inflationary trends 
was the basis of the conclusions that 
our committee reached a year ago, 
and I think facts since then have 
justified those conclusions. 

Had the Congress not acted along 
the lines of our recommendation in 
avoiding a tax reduction in 1956 
there is no question in my mind that 
price increases would have been even 
greater than they were in 1956. 


How will Congress know when the 
economy should get a tax cut? 


Well, the Congress could not ever 
know with certainty in advance that 
a tax cut will be called for at some 
particular time. I don’t see how we 
could conclude in January that we 
should reduce taxes in April because 
by July there would be such un- 
employment as to justify a stimulus 
to the economy. In deciding about 
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“Prices might get out 


of hand... if the 
individual exemption 
were raised now.” 
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important changes in taxes we have 
to rely on all of the economic in- 
dications that are brought to our at- 
tention, and we have to be careful 
that we are not misled into believing 
that some economic indicator repre- 
sents a long-term trend, whereas in 
fact it is merely a temporary upset. 
If it is temporary, the tax action we 
took might bring about undesirable 
results. 

Fortunately, though, the federal 
tax system has a good deal of built- 
in flexibility, which gives us some 
cushion against recession and infla- 
tion. In addition, as you know, we 
have relied quite heavily on mone- 
tary policy to provide adjustments 
to short-term changes in economic 
activity, using tax policy for longer- 
term adjustments. 


Your subcommittee has held hear- 
ings recently on so-called unin- 
tended tax benefits and hardships. 
Do you plan to introduce a bill 
covering these soon? 


We don’t know just how soon we 
will conclude drafting the bill. We 
have run into a number of problems. 
It is in the most complex area of all 
taxation. You always must be care- 
ful that in the rewriting you do not 
create a new unintended benefit or 
unintended hardship. 


Do you expect legislation this 
year on the subject? 


Yes. We definitely intend to have, 
for the benefit of the full committee, 
legislation covering the points the 
subcommittee explored. It is not, 
however, a complete list of all the 
loopholes or unintended benefits or 
hardships. [The legislation affects 
such subjects as oil and mineral pro- 
duction payments, amortization of 
premiums on_ tax-exempt _ bonds, 
transactions in regulated investment 
company shares, deductions for in- 
come earned abroad, improvements 
on property subject to renewable 
leases, charitable contributions, de- 
preciation on mortgaged property. | 


You have advocated broadening 
the tax base. What would that in- 
volve? 


I’m thinking in terms of those 
things that were written into the law 
in years past when there seemed to 
be justification for provisions that 
brought about some differentials or 
exceptions from the general treat- 
ment. 

My thought is that we should de- 
termine whether or not present-day 
circumstances justify continuing 
these differentials in the tax law. I 
am not referring to the personal ex- 
emptions, which were about $93 
billion in 1953. I am talking about 
the various types of income received 
by individuals which will not be sub- 
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“Tf we invade the field 
of state taxation... 


we drive the states 
to the federal 
government for help.” 





jected to the general rules of taxa- 
tion applicable to income. 

We have, as you know, income 
from certain sources which is com- 
pletely exempted from tax. Do 
present conditions justify a continu- 
ation of these exemptions? Then you 
have areas where you apply excep- 
tional rules for taxing. Do conditions 
justify the application of these dif- 
ferent rules for those areas? In 
addition there are areas where gross 
income is reduced not only by 
the expenses which are incurred in 
deriving the gross income but by 
other features of law as well. Now, 
are those discriminations and differ- 
entials justified in light of present 
conditions? 

The point is, if we could apply the 
same rules to all income, the rate of 
tax would not have to be so high. 
The rates have to be high if we are 
to derive the present amount of 
revenue because the base to which 
we apply those rates is not as large 
as it would be in the absence of the 
exceptions we have made in the past 
to the general rule. 

If we could ever agree that income 
should be treated alike regardless of 
its source it would make possible a 
great deal of simplification in our 
tax laws, and in our tax forms and 
at the same time bring a material 
reduction in the rates that we would 
apply against that total income. 


Would such things as depletion 
allowances come under this gen- 
eral subject? 


Whatever constitutes an area of 
differential treatment— 


Capital gains, for instance? 


Definitely capital gains, because 
whatever the theory for treating 
capital gains differently from other 
income, the application of capital 
gains treatment has been widely ex- 
panded today. We now find capital 
gains treatment accorded in situa- 
tions where there is neither a sale 
or exchange nor capital asset in- 
volved. 


Do you feel a more limited capital 
gains preference is justified? 


I think there is a decided justifi- 
cation for a contraction of our broad 
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definition of capital assets for capital 
gains and loss purposes. 
Any other major areas? 

Well, there are actually three 
areas that I am talking about. That 
area where there is partial or com- 
plete exclusion from tax, the area of 
depletion in the natural resource 
area, and the area of capital gains. 

In your first area, you have many 
different types of situations. For 
example, I do not know how well the 
public is served by exempting from 
tax the interest from municipal and 
local bonds. Maybe it is, but it con- 
tributes to higher tax rates. People 
in many instances suffer as a result 
of high rates and all of us are fully 
aware of the need for reducing those 
rates. On the other hand, we face 
tremendous expenditures by govern- 
ment. If we are to find relief from 
these tax rates then the only way we 
can look for a reduction is to try to 
work out some broadening of the 
base to which the rate applies. When 
some people are being hit as hard as 
they are by taxes, I think we need 
to see whether or not there is justi- 
fication for others to be treated dif- 
ferently. 


Do you regard that as an area for 
study by your subcommittee, for 
example? 

I’m not certain what will happen. 
I’m not certain that either the In- 
ternal Revenue Taxation subcom- 
mittee or the full Ways and Means 
Committee will go into all of these 
various areas. It would take some 
time to make an analysis and study. 
Hearings would be involved. As you 
know there are great pressures al- 
ready on the Congress to look into 
the question of the taxation of co- 
operatives but to me that is only one 
of the facets. I am aware of other 
areas in which I think a change in 
the tax situation is also justified. 


Is there any chance that such a 
study would be done this year? 


I’m not in position to say what we 
will do. 


In this study of privileges and 
differential treatment would you 
include the individual exemption 
of $600? 

Not as an area of possible reduc- 
tion. I pointed out earlier when I 
was talking about broadening the 
base, that I was not speaking in 
terms of doing that at the expense 
of the present system of exemptions. 
I have in mind the fact that not 
many years ago the exemption for 
married couples was $2,500 and I 
think we have the exemption now 
as low as it should be. If any- 
thing, I’m satisfied it should be 
higher. 

I am principally concerned with 

(Continued on page 108 
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This map shows you the route which a passenger 
plane engaged by the Chamber of Commerce of the 
United States will follow in February. 


The plane will carry to 12 cities throughout the 
country a special team of business leaders and 
legislative experts headed by John S. Coleman, 
President of the National Chamber. 
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mendations on legislative proposals felt more effec- 
tively in Washington. 
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gressional Issue Clinic most convenient for you to 
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Chamber of Commerce in the city where the Clinic 
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OUTLOOK FOR TAXES 


continued 


the other factors that account for 
the difference between personal in- 
come, as reported by the Depart- 
ment of Commerce in 1955 in the 
amount of about $306 billion and 
individual taxable income of ap- 
proximately $130 billion. 

If that $130 billion figure could be 
enlarged, there is no doubt in my 
mind that we could reduce the rates 
applicable to the total figure. 

I long to see the day when we can 
have a rate structure applicable to 
personal incomes beginning at, say, 
10 per cent and ending at, say, 65 or 
70 per cent, depending upon the ex- 
tent to which we can convert to or- 
dinary income treatment some of 
this income that is not now so 
treated. 

Now, of course I realize that many 
individuals who receive income do 
not receive enough to be required 
even to report for tax purposes. But 
their incomes do not account for 
any substantial part of the tremen- 
dous difference between personal 
income and reported taxable income. 

I want to make it clear I do not 
know how much we can increase the 
taxable income base by eliminating 
tax differentials. But since rates are 
so high and since, on the other hand, 
we know that we are likely to face 
heavy expenditures by government 
for an indefinite number of years, it 
occurs to me that the Congress 
might well explore whether or not 
the rates could be reduced by 
broadening the base. 


What are the prospects of raising 
the individual exemption by, say, 
a couple of hundred dollars as has 
been proposed in the Democratic 
platform? 


I would love nothing better than 
to propose some such tax relief for 
low and middle-income taxpayers. 
If the revenue that we would lose 
that way could be replaced in some 
fair, equitable manner, I would 
think that it would be the will of 
Congress to provide such relief, 
but I do not know from what 
source yet we could obtain revenue 
to replace that loss. If we did not re- 
place it, in all probability we would 
end with an unbalanced budget, 
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and if inflationary trends continue I 
think the people for whom we in- 
tended such benefits would lose 
those benefits through increased 
prices and increases in the cost of 
living and might well find that they 
were actually in worse condition so 
far as their standard of living is con- 
cerned. Prices might get out of hand 
where monetary restraint and con- 
trols would not be sufficient to avoid 
inflation. If we brought that on 
them, certainly we would do them 
more harm than the temporary bene- 
fit that they would think they were 
gaining from any tax reduction. 

Of course that would not neces- 
sarily be true in the absence of in- 
flationary conditions. If we can work 
out some arrangement where we do 
not create that degree of economic 
instability by, say, raising exemp- 
tions, I think Congress would want 
to do it. I think the prospects for 
doing it are rather meager at the 
moment. 


Do you see any prospect for excise 
tax changes this year? 


Well, changes in the field of excise 
taxes are desirable and in many in- 
stances are needed just as changes 
with respect to the taxation of small 
business and individuals are needed. 
But we face the same situation in ex- 
cise taxes as in the other areas. How 
much does it cost, and can we make 
the change within budget limita- 
tions, or will those changes result in 
an unbalanced budget? 

I would like to see us change 
many of the excise taxes. I’m of the 
opinion—though I’m not on the sub- 
committee that has made the study 
—that many of them are most re- 
gressive. If changes were made in 
them, perhaps you would find in 
those affected segments of business a 
material expansion in activity. 
Whenever rates of taxation strangle 
growth, we should take them off. 
We realize that. Perhaps the eco- 
nomic considerations are serious 
enough that some of them should 
come off regardless of our budget 
situation. I don’t know what the 
subcommittee will recommend. 


Is there any chance Congress will 
change the depreciation rules, 
allowing for fast tax write-offs 
this year? 


My own thought is that the rapid 
amortization feature served its pur- 
pose during World War II and dur- 
ing the Korean War, but that it’s 
quite a tax subsidy when continued 
in peace time. I doubt that such a 
subsidy is justified at this time. 


What is your opinion of progres- 
sive corporate tax rates? 


I have always opposed graduated 








“‘T would like to see us 
change many of 
the excise taxes.” 


corporate tax rates. For one thing, 
a fully graduated tax would penalize 
relatively risky businesses with fluc- 
tuating incomes as compared with 
less venturesome businesses with the 
same total income over a period of 
years. In addition, a graduated 
corporation income tax would en- 
courage corporate split-ups which, 
while not affecting real control over 
the various aspects of a business’s 
operations, would nevertheless pro- 
vide tax savings to some really big 
companies. I don’t believe the gov- 
ernment has ever been able to cope 
successfully with the problem of tax- 
motivated multiple incorporation. 
Finally, a graduated corporation in- 
come tax would aggravate a number 
of really serious equity problems 
which stem from the fact that the 
individual and corporation income 
taxes are not adequately integrated. 
I don’t think we want to increase our 
problems of preventing the use of 
the corporation as a tax shelter for 
upper bracket taxpayers. 


Will there be pressure for a pro- 
gressive tax this year? 


As a part of the movement to re- 
duce the rate of tax on the so-called 
small corporation I think some effort 
may be made to do that. You see, 
the graduated corporate tax rate has 
been offered to compensate for the 
loss involved in reducing the tax on 
the smaller corporations. This would 
require higher marginal tax rates 
than at present on bigger businesses. 
As much as small businesses need 
relief of all types, I would think that 
we would have to be very much con- 
cerned about the effect of higher 
taxes for some business on industry 
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structure, pricing practices, invest- 
ment programs and a number of 
other factors which would affect 
economic growth. 


Will there be enough support in 
Congress to pass some type of 
graduated corporate tax this year? 


I would hope that the Congress 
would not pass a graduated corpo- 
rate tax rate this year. 


Is there enough feeling against it 
so that it would not be passed? 


Yes, I think that is the case. 


Do you feel that the present in- 
dividual income tax progression is 
satisfactory? 


I think many people have a gross- 
ly exaggerated idea of how much 
progression there really is in our in- 
come tax. According to the Internal 
Revenue Service data for 1953, the 
average effective rate of tax was less 
than 21 per cent in the case of 99 
per cent of all individual income 
tax returns filed. I look forward to 
the day when there will be more 
real progression in the lower and 
middle brackets. There is no statu- 
tory rate progression, of course, in 
the first $2,000 of taxable income. 
I think there should be. Then there 
should be a more realistic rate at the 
top. 


Are you satisfied that income tax 
is the best possible source of fed- 
eral revenue from the individual? 


I have always thought that a tax 
based upon ability to pay is the 
fairest—that is, as far as human 
beings can make a tax fair—and is 
perhaps the best way for the federal 
government to derive the largest 
proportion of its over-all revenue 
needs. 

Now, it may not be possible for us 
to devise a system that would derive 
all of our needs from that type of tax, 
but we will run into a lot of serious 
difficulties if we try to rely more on 
other types of taxes. One thing, for 
example, that we tend to overlook is 
the more we use other types of 
tax, the more we invade the field of 
state taxation. As we invade that 
field more, it occurs to me that we 
make it less possible for states to 
carry out the functions conceived for 
them. That drives the states to the 
federal government for implementa- 
tion of their needs, and constantly 
pyramids responsibilities of the fed- 
eral government. 

I would not want us to liquidate 
the opportunities that states may 
have, or should have, for financing 
their own responsibilities. If we 
could stay more in the field of in- 
come tax based upon ability to pay, 
and leave more of the other fields for 
state governments, I think we would 
have stronger state governments. END 
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LABOR’S EXPERTS 


continued from page 37 


AFL-CIO will progress toward its 
over-all objectives only as long as 
its organizing is successful. 

Mr. Livingston is approaching 
his task quietly and systematically, 
without the fanfare with which the 
CIO launched “Operation Dixie,” 
the drive to organize the South 
which fell flat after World War II. 

Targets of organization are being 
pinpointed—by industries and com- 
panies, states and localities—with 
emphasis where unions are weakest. 
Problems of conflicting jurisdiction 
of unions are being ironed out; 
others, like resistance and conflict 
in the South over AFL-CIO’s pro- 
integration racial policy, are yet to 
be dealt with. 

A drive to organize 700,000 non- 
union textile workers—575,000 of 
them in the South—has been au- 
thorized by the AFL-CIO Executive 
Council. It will center on multiplant 
companies. 

A mop-up operation has been 
cleared in the cigaret manufacturing 
industry, with one big company the 
prime target. 

Big organizing gains are antici- 
pated among city, county, state and 
federal government workers with the 
merger of former AFL and CIO 
unions of government employes. 

White-collar organizing problems 
are getting close study. One problem 
is how to sign up small groups of 
office workers in industrial plants. 
In some industries, such as auto- 
mobiles and steel, they are being 
signed up in separate locals of the 
union in the shop or mill. This 
makes white-collar organizing easier, 
less costly, and sometimes more 
salable. 

AFL-CIO organizing targets can 
be anticipated from a survey by Mr. 
Livingston and his staff of 300 or- 
ganizers in 22 regions. Confined to 
AFL-CIO organizations, it shows: 


> Thirteen states with less than 20 
per cent of employes organized are 
mostly in the South; only seven 
states are more than 40 per cent 
organized, and only one (Washing- 
ton) is more than 50 per cent or- 
ganized. Washington, which was 
Teamster Boss Dave Beck’s base for 
years, is 59 per cent organized. 


> Least organized groups are em- 
ployed in wholesale and retail trade; 
banking, insurance and real estate, 
only five per cent unionized. Others 
are: government, seven per cent; 
service industries, 10 per cent; crude 
oil and natural gas production, 30 
per cent; public utilities and com- 
munication, 45 per cent; manufac- 
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turing, 55 per cent; coal and metal 
mining, 75 per cent, and construc- 
tion and transportation, 80 per cent. 
> Total organizable among 41 mil- 
lion employes considered eligible for 
union membership: 26 million. 


Politics 


Jim McDevitt, director of the 
Committee on Political Education, 
hopes to increase labor’s political ac- 
tivity and make it more effective as 
AFL and CIO mergers are com- 
pleted in the states this year. Thus 
far merger of state labor organiza- 
tions has occurred in only 19 states, 
and it is in those states that COPE 
claims to have made its best show- 
ing last fall. 

COPE feels it must get even more 
active politically, on a year-round 
basis, to offset the apparent collapse 
of once powerful Democratic politi- 
cal organizations in major cities, 
such as Jersey City, Memphis, Chi- 
cago and New York. 

In this Congress, labor claims 
about 190 friends in the House and 
41 in the Senate, about the same as 
in the last Congress. But it looks for 
some members, who were previously 
cool to labor’s views, to warm up 
because of labor’s increasing politi- 
cal effectiveness. 

McDevitt expects labor to make 
some gains in the next election and 
to support a presidential candidate 
again in 1960, despite Eisenhower’s 
tremendous victory last fall over 
COPE opposition. 

Mr. McDevitt is a product of 
Pennsylvania’s school of practical 
politics. While president of the 
AFL organization in the state for 13 
years, he spent much of his time in 
legislative work, or lobbying, and 
participating in Democratic political 
campaigns. He’s a Democrat. 

In 1954 he took leave from direct- 
ing the AFL League for Political 
Education to help Pennsylvania 
elect its first Democratic governor 
in 20 years, Gov. George M. Leader. 

During his years of trying to in- 
fluence legislation in Harrisburg, 
Mr. McDevitt every morning placed 
on the desk of each legislator a daily 
report on where the Pennsylvania 
AFL stood on pending issues. Early 
each session, legislators were polled 
on their position on various issues, 
and this was reported back to AFL 
members in their home districts. 
This was used as a check on their 
vote later, and any deviation which 
hurt the AFL’s position was widely 
publicized. 

A spry 58, Mr. McDevitt believes 
there is no substitute for hard work 
in politics and legislative activity. 
He also believes that labor can be 
more effective politically by working 
quietly, letting the politicians know 





where it stands, educating the pub- 
lic and getting voters to the polls. 
He’s no drum-beater. 

COPE’s political machinery is or- 
ganized down to the state, county 
and precinct level and inside the in- 
dividual unions. Union funds are be- 
ing used for political education and, 
to get around the federal ban on 
union political spending, about $2 
million was solicited in voluntary $1 
contributions from union members 
for direct contributions to candi- 
dates for federal office. 

Part of the educational phase was 
the mailing of the voting records of 
members of Congress to the homes 
of all 15 million AFL-CIO members. 

Mr. McDevitt, a plasterer by 
trade, is an executive-type union 
leader and a clean-desk man. He 
has served in union and many gov- 
ernment advisory posts for more 
than 20 years. 

Jack Kroll, who shared the direc- 
torship of COPE with McDevitt, is 
past 70 and is returning to Cincin- 
nati, where he heads the joint board 
of the Amalgamated Clothing Work- 
ers. He directed the CIO Political 
Action Committee from the time of 
Sidney Hillman’s death in 1946 until 
the merger. 


Research 

Stanley Ruttenberg, director of 
the Department of Research, con- 
siders himself a practical economist 
close to the philosophy of the late 
Philip Murray, who brought him 
into the CIO as a young graduate of 
the University of Pittsburgh. 

“I try to take a practical, rather 
than theoretical or academic ap- 
proach to problems,” the 39-year-old 
Ruttenberg said in an interview with 
NATION’s Business. “I don’t discuss 
economic issues except in the frame- 
work of political realities—whether 
the political realities be of govern- 
ment or the trade union movement. 

“I try to adapt sound and basic 
economic principles to the realities 
of everyday life. Because I believe 
in the objectives of the trade union 
movement, I have no difficulty in 
feeling perfectly at home with its 
basic economic philosophy.” 

Mr. Ruttenberg likens himself to 
economists in other organizations. 
He says he weighs the pros and cons 
of a problem against the objectives 
of the labor movement, and then hits 
as hard as he can those which sup- 
port the labor view. 

He believes strongly—“I_ will 
preach it from the housetops”—that 
wage increases can take place with- 
out price increases and their cost 
berne through higher productivity 
and reduced profit margins. 

From 1951 until recently, Mr. 
Ruttenberg says, we have had rela- 
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tive price stability while wages and 
productivity have gone up. He sees 
trouble if workers’ wages do not keep 
up with the rise in productivity. 

“Take the 1923-29 period,” he 
says. “Productivity went up 35 to 
40 per cent and prices remained 
relatively stationary. 

“But wages increased only two 
to three per cent while profits in- 
creased fantastically. After World 
War II, labor tried to see that the 
rise in productivity was matched 
by wage increases. 

“Now we’ve had relative price 
stability since 1951 with wage in- 
creases. We’re not going to have 
serious repercussions in employment 
and production such as we had in 
the ’30’s unless the balance between 
wages and productivity get out of 
line.” 

Like other staff departments, Mr. 
Ruttenberg and his staff work under 
AFL-CIO President George Meany 
and service AFL-CIO committees 
which make recommendations to the 
29-man Executive Council, the pol- 
icy-making body. 

Mr. Ruttenberg is also staff di- 
rector for the Economic Policy Com- 
mittee and regularly prepares a de- 
tailed report for the committee on 
the economic trends as they are de- 
veloping. A report last spring, ap- 
proved by the committee and adopt- 
ed by the Executive Council, saw 
a mild decline in business activity 
during the summer and fall and rec- 
ommended a $3 billion tax cut im- 
mediately to bolster consumer in- 
come and spending to prevent a 
serious decline. 

“A cut of about $3 billion in the 
individual income tax at this time 
would still leave a federal budget 
surplus, especially if first steps are 
taken to eliminate tax loopholes that 
grant special tax privileges to 
wealthy families and corporations,” 
the report stated. 

In the background of the recom- 
mendation for an immediate tax cut 
was a resolution of the AFL-CIO 
merger convention, reiterated by the 
Executive Council in February, call- 
ing simply for a tax cut, but with no 
recommendation for immediate ac- 
tion. 

As for automation, Mr. Rutten- 
berg believes it can, and will, bring 
a tremendous increase in the stand- 
ard of living—‘“‘but we can’t take 
this for granted.” 

In other words, labor must see 
to it that workers share in its bene- 
fits, just as they now share in the 
benefits of rising productivity. Au- 
tomation views are contained in an 
AFL-CIO pamphlet, “Labor Looks 
at Automation.” 

There are six economists, in- 
cluding Mr. Ruttenberg, in the re- 
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LABOR’S EXPERTS 


continued 


search department. Peter Henle, who 
handled AFL research work, is as- 
sistant director. They assist AFL- 
CIO committees on economic policy, 
civil rights, housing, veterans, and 
safety and occupational health, and 
service individual unions with spe- 
cific data. The economic policy com- 
mittee has three subcommittees: 
atomic energy and resource develop- 
ment, automation, and farm-labor 
relations. 

The department gets out three 
monthly publications which go to 
more than 25,000 union officials, li- 
braries and universities and are 
available to business on a subscrip- 
tion basis, $1.50 a year. 

Labor’s Economic Review deals 
with one major subject each month. 
It has dealt with right-to-work laws, 
labor monopoly, minimum wage cov- 
erage, the farm situation, disability 
insurance, tax policies, wage in- 
creases, low-income families as an 
unsolved problem, and housing. 

Economic Trends & Outlook, 
which goes automatically to sub- 
scribers of the Review, reports cur- 
rent trends and discusses and com- 
ments on significant developments. 
Sample headlines: “Who Pays For 
Investment?” ‘The Wilting White 
Collar,” ‘Maldistribution of Hous- 
ing Credit,” “Those Crazy Mixed- 
Up Mergers,” “Who Owns Ameri- 
can Business?” “$2 an Hour is Not 
Enough.” 

Collective Bargaining Report cov- 
ers wage problems and trends in 
new labor contract settlements. 

Mr. Ruttenberg was raised in the 
coal mining areas of Western Penn- 
sylvania and joined the organizing 
staff of the Steel Workers’ Organiz- 
ing Committee after graduating from 
the University of Pittsburgh in 1937. 
When the SWOC staff was cut in 
the recession of that year, he went 
to work for Hull House, one of the 
original settlement houses in Chi- 
cago founded by Jane Addams. He 
returned to the CIO staff in 1939 
and was assigned to the Research 
Department, becoming director in 
1948. He is a younger brother of 
Harold J. Ruttenberg, former re- 
search director of the Steelworkers 
Union, who is now president of 
Portsmouth Steel Corporation. 


Lobbying 

The Department of Legislation, 
the AFL-CIO’s lobbying arm, was 
run by the veteran Bill Hushing, and 
Robert Oliver, former director of the 
CIO legislative staff, as codirectors, 
until Mr. Hushing retired and Mr. 
Oliver resigned a month ago. Andy 


Biemiller was promoted from the 
staff to take their place. 
This department concerns itself 


.largely with questions of legislative 


strategy on Capitol Hill—how to 
get Congress to act favorably on 
those bills which the AFL-CIO 
wants passed and how to block ac- 
tion on bills which it opposes. It also 
watches state legislation and gives 
assistance to labor lobbyists in state 
capitals. 

There are six men in the depart- 
ment, and their work is supplement- 
ed by the legislative activity of many 
affiliated unions, which concentrate 
on legislative issues particularly af- 
fecting their industries. A legislative 
council, attended by the legislative 
representatives of the individual un- 
ions, meets monthly to brief every- 
body on “the Hill situation” and to 
map a concerted campaign when 
such action seems advisable. 

Besides trying to influence legis- 
lation, the Department of Legisla- 
tion sometimes gets congressmen to 
introduce bills in which the AFL- 
CIO is interested. It keeps a com- 
plete file of votes cast by members 
of the House and Senate, even com- 
mittee votes when available. Ques- 
tions of vital strategy are taken up 
directly with Mr. Meany, who is 
chairman of the AFL-CIO Legisla- 
tive Committee (made up of Execu- 
tive Council members) and who had 
considerable lobbying experience in 
Albany while president of the New 
York Federation of Labor. 

Mr. Oliver, who will do lobbying 
for a number of individual unions, 
had been running the day-to-day ac- 
tivity on the Hill while Mr. Hush- 
ing, top AFL lobbyist for 20 years, 
had been running the office and using 
the telephone to advantage. 

The departure of Mr. Oliver from 
the legislative staff is indicative of 
the difference in lobbying techniques 
between the old AFL and CIO or- 
ganizations and the intention of Mr. 
Meany to keep a close rein, person- 
ally, on legislative activity. 

r. Oliver, whom Walter Reuther 
chose to be CIO legislative director 
when he became CIO president in 
1952, preferred the CIO lobbying 
technique. The CIO relied more on 
grass-roots pressures than did the 
AFL. 

The CIO would locate what it 
called the “influenceable area” of 
votes on a certain piece of legislation 
and then, from the home districts 
and states of the congressmen and 
senators who could be influenced, 
bring large groups of rank-and-file 
union members to Washington to im- 
press their legislators with labor’s 
view. Sometimes this was done back 
home when Congress was in recess. 

The country was divided into 13 
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regions for legislative field action, 
each with a director in charge who 
could get the right kind of delega- 
tions to Washington on short notice. 
Once in Washington, the delegation 
could execute all the previously 
planned legislative contacts in a day. 

The AFL relied more on personal 
contact work by. officials in Wash- 
ington or others from the states and 
cities who might have some influence 
with a senator or representative on 
an issue. 

Mr. Biemiller is in basic agree- 
ment with Mr. Meany that it is up 
to the union leadership to convince 
members of Congress that the AFL- 
CIO’s position is a right one, rather 
than trying to pressure a legislator 
by a mass lobby from back home. 

This approach, which the AFL- 
CIO will follow, recognizes that 
bringing local people to Washington 
can be effective, but those who make 
the trip should be selected officials 
or other individuals whose views a 
particular legislator being contacted 
would have reason to respect. 

Mr. Biemiller, who is 50, got his 
labor training in Wisconsin, al- 
though he is a native of Sandusky, 
Ohio. He has had extensive labor 
and legislative experience. 

As a New Deal Democrat, he was 
elected to the House of Representa- 
tives from Milwaukee in 1944 and 
1948. He has remained in Washing- 
ton in various union capacities and 
as a labor consultant to government 
agencies. 

Before entering Congress, Mr. 
Biemiller was graduated from Cor- 
nell University, taught at the Uni- 
versity of Syracuse and University 
of Pennsylvania, engaged in news- 
paper and labor education activities, 
served in the Wisconsin Legislature 
as party floor leader while an or- 
ganizer for the Wisconsin AFL and, 
during World War II, was on the 
War Production Board staff. 

As one of four AFL-CIO legis- 
lative staff members who divided re- 
sponsibilities on Capitol Hill, Mr. 
Biemiller worked mainly on social 
security, foreign aid, schools, educa- 
tion and atomic energy legislation. 
He doesn’t feei his background as a 
New Deal member of Congress is a 
handicap in trying to influence Re- 
publicans or conservatives of either 
party. 

“T have no trouble with biparti- 
sanship,” he told NATION’s BUSINEssS. 
“In Congress I was first a labor man 
and worked closely with many Re- 
publicans.” 

Walter J. Mason, with the AFL 
for many years, concentrates on la- 
bor relations legislation, such as 
Taft-Hartley, minimum wage, and 
housing. 

George D. Riley, a former news- 
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Bass Fishermen will 


Say I'm Crazy. 


until they try 
my method! 


But, after an honest trial, if you’re 
at all like the other men to whom I’ve 





told my strange plan, you'll guard it with your last breath. 


Don’tjump at conclusions. I’m not a manufacturer of 
any fancy new lure. I have no reels or lines to sell. I’m 
a professional man and make a good living in my pro- 
fession. But my all-absorbing hobby is fishing. And, 
quite by accident, I’ vediscovered how to go to waters 
that most fishermen say are fished out and come in 
with a good catch of the biggest bass that you ever 
saw. The savage old bass that got so big, because they 
were “wise” to every ordinary way of fishing. 

This METHOD is NOT spinning, trolling, casting, 
fly fishing, trot line fishing, set line fishing, hand line 


| fishing, live bait fishing, jugging, netting, trapping, 


or seining. No live bait or prepared bait is used. You 
can carry all of the equipment you need in one hand. 

The whole method can be learnedin twenty minutes 
—twenty minutes of fascinating reading. All the ex- 
tra equipment you need, you can buy locally at a cost 
of less than a dollar. Yet withit, you can come in after 
an hour or two of the greatest excitement of your 
life, with a stringer full. Not one or two miserable 12 
or 14 inch over-sized keepers — but five or six real 
beauties with real poundage behind them. The kind 
that don’t need a word of explanation of the profes- 
sional skill of the man who caught them. Absolutely 
legal, too—in every state. 

This amazing method was developed by a little 


| group of professional fishermen. Though they were 
| public guides, they rarely divulged their method to their 


patrons. They used it only when fishing for their own 
tables. It is possible that no man on your waters has 
ever seen it, ever heard of it, or ever used it. And 
when you have given it the first trial, you will be as 
closed-mouthed as a man who has suddenly discovered 
a gold mine. Because with this method you can fish with- 
in a hundred feet of the best fishermen in the county 
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and pull in ferocious big ones while ro f come home 
empty handed. Nospecial skill is required. The method 
is just as deadly in¢he hands of a novice as in the 
handsofanold timer. My method will be disclosed only 
to those menin each area who will give me their word 
of honor not to give the method to anyone else. 

Send me your name. Let me tell you how you can 
try out this deadly method of bringing in big bass from 
your local waters. Let me tell you why I let you try 
out my unusual method for the whole fishing season 
without risking a penny of your money. Send your 
name for details of my money-back trial offer. 
There is no charge for this information, now or at any 
other time. Just your name is all I need. But I guar- 
antee that the information I send you will make you 
acompleteskeptic—until you decide to try my method! 
And then, your own catches will fill you with disbelief. 
Send your name, today. This will be fun. 


ERIC A. FARE, Libertyville 25, Ill. 


| Eric A. Fare, Libertyville 25, Ulinois 


Dear Mr. Fare: Send me complete information 
without any charge and without the slightest ob- 
ligation. Tell me how I can learn your method of 
catching big bass from waters many say are 
“fished out,” even when the old timers are report- 
ing “‘No Luck.” 
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paper writer of government employe 
news, keeps an eye particularly on 
legislation affecting government 
workers, highways, and aid to de- 
pressed areas. 

Hyman Bookbinder, who had been 
with the CIO clothing workers, con- 
cerns himself largely with legislation 
related to lobbying, elections, un- 
employment compensation, and the 
federal budget. 

Here are the major AFL-CIO ob- 
jectives in this Congress: 

Taxes—Reduction from 20 per 
cent to 10 per cent in tax rate on 
first $1,000 of income. 

Taft-Hartley—Repeal of Section 
14(b) which sanctions state right-to- 
work laws and easing of secondary 
boycott restrictions. 

Welfare Funds—Disclosure of fi- 
nancial operations of all employe 
welfare funds. 

Minimum Wage—Extension of 
coverage and increase in minimum 
from $1 to $1.25. 

Distressed Areas—Federal aid to 
areas with chronic unemployment. 

Social Security—lIncrease in $4,- 
200 limit on taxable wage. 

Civil Rights Legislation. 











1957 WARNING 


from The 
Wall Street Journal 


During the next three months, you 
will need to keep up to the minute on 
news affecting your future and the fu- 
ture of your business. 

Because the reports in The Wall Street 
Journal come to you DAILY, you get 
the fastest possible warning of any new 
trend that may affect your business and 
personal income. You get the facts in 
time to protect your interests or to seize 
quickly a new profit-making opportunity. 

To assure speedy delivery to you any- 
where in the United States, The Journal 
is printed daily in five cities—New York, 
Washington, Chicago, Dallas and San 
Francisco. You are promptly and reli- 
ably informed on every major new 
development regarding Prices, Taxes, 
Consumer Buying, Government Spend- 
ing, Inventories, Financing, Production 
Trends, Commodities, Securities, Mar- 
keting and New Legislation. 

The Wall Street Journal has the largest 
staff of writers on business and finance. It 
costs $20 a year, but in order to acquaint 
you with The Journal, we make this 
offer: You can get a Trial Subscription 
for three months for $6. Just send this ad 
with check for $6. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. NB-2 
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Farm Prices—Fixed price sup- 
ports. 

Housing—A program to provide 
slum clearance, low-cost housing and 
aid to middle-income families, with 
a goal of two million homes a year. 

Schools—Federal aid for both 
schools and teacher salaries. 


Legal 

Al Woll, the AFL-CIO’s lawyer, 
has his own firm for general legal 
practice in Washington, but it hap- 
pens that all of the practice involves 
unions because, he says, when you 
do work for unions you don’t get 
anything else. 

He is general counsel for the AF L- 
CIO and the Teamsters’ Union and 
gets some work from other unions. 
There are five attorneys in the office. 
One is William S. Tyson, former 
solicitor in the Department of Labor. 

Mr. Woll, son of the recently de- 

ceased Matthew Woll, AFL-CIO 
vice president, represented the AFL 
from 1947 until the merger. 
' Mr. Woll’s legal experience after 
his graduation from the University 
of Illinois Law School in 1927 was 
in government activity not related 
to labor relations matters. He had 
been U. S. District Attorney in Chi- 
cago for seven years, under a Roose- 
velt appointment, when he went to 
Washington as AFL counsel. High- 
light of that service was prosecution 
of German saboteurs in 1942. Pre- 
viously he had done appellate work 
in the state’s attorney’s office in Chi- 
cago and, as special assistant to the 
Attorney General in Washington, 
he handled matters involving mail 
fraud, the Securities Act and the 
Public Utility Holding. Act. 

Mr. Woll does not try to influence 
AFL-CIO policies, but does try to 
help make them effective. On legis- 
lative matters, he analyzes the effect 
of pending bills and _ legislation 
already passed from the viewpoint 
of labor’s interests. He seldom is 
seen in the Capitol. 

The Taft-Hartley law was passed 
just before Mr. Woll left Chicago so 
he was not involved in the fight over 
that legislation. But he has followed 
closely the application of Taft-Hart- 
ley, the Hobbs Anti-Racketeering 
Act and other labor laws by govern- 
ment agencies and their interpreta- 
tion by the courts, and sometimes 
he has initiated test cases. 

For example, if he thinks an 
agency or court decision will have 
an adverse effect from the AFL- 
CIO’s standpoint, he calls it to Mr. 
Meany’s attention. Mr. Meany may 
authorize an appeal or take the 
question up with the Executive 
Council. Often the AFL-CIO itself 


is not involved in the situation di- 





a 


rectly and intervenes as a “friend of 
the court.” 

Mr. Woll got reversal in the Court 
of Appeals, for instance, of a decision 
by the National Labor Relations 
Board in a relatively minor case in 
which the Board held a union re- 
sponsible for picket-line violence 
because it did not publicly disclaim 
connection with the violence. If the 
decision had stood, he felt, it would 
have hung as a threat against all 
unions in troublesome strike situa- 
tions. 

Sometimes Mr. Woll becomes 
concerned not by the decision itself, 
but by some language contained in 
the agency or court opinion which 
might evolve in unfavorable action 
in future cases. He then leaves it to 
his client whether to make a court 
test or seek amendment of the law. 

An example involved the federal 
ban on political expenditures by 
unions. The Supreme Court, in hold- 
ing that the endorsement of congres- 
sional candidates in a special edi- 
tion of the CIO News did not in- 
volve an illegal political expenditure, 
limited the approval to union news- 
papers. It did not directly cover 
political indorsements over the radio 
or TV and through paid newspaper 
advertising. 

To test this point, the AFL Paint- 
ers Union local in Hartford, Conn., 
on Mr. Woll’s advice used news- 
paper ads and radio time to indorse 
candidates to the 1952 Republican 
convention who opposed the nomi- 
nation of Sen. Robert A. Taft for 
president. The courts upheld the 
expenditures as legal, but limited 
their approval by hinging it on the 
fact that the union did not publish 
a newspaper and was using this 
means of communicating with its 
membership. A broader test involv- 
ing the United Automobile Workers 
is before the Supreme Court. 

Mr. Woll was on the spot when 
differences between the AFL-CIO 
Executive Council and Dave Beck’s 
Teamsters—both his clients—were 
in the news a few months ago. But 
he was able to smooth things over, 
giving advice to both sides. 

Arthur Goldberg, who was coun- 
sel for the CIO, now fills that capac- 
ity for the new Industrial Union 
Department and also handles special 
assignments. Recently he presented 
evidence before the AFL-CIO Ethi- 
cal Practices Committee involving 
three unions accused of engaging in 
corrupt practices which may lead to 
their expulsion. 

Thomas Harris who was associate 
general counsel of CIO, is employed 
by the AFL-CIO as an attorney with 
an office at AFL-CIO headquarters. 
He works under Mr. Woll’s super- 
vision. END 
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Consumers 
expect 
price rise 


MORE CONSUMERS look for 
long-range price increases today 
than did so six years ago. 

That’s a new finding of the Sur- 
vey Research Center of the Univer- 
sity of Michigan, which has just 
completed a study of consumer at- 
titudes and inclinations to buy. 

In 1951, when the Center first 
analysed consumer price expecta- 
tions, 17 per cent of the buyers said 
they expected prices to rise in the 
five years ahead. Nineteen per cent 
said they looked for the price trend 
to be downward. 

Today the picture has been re- 
versed. Now almost 35 per cent 
expect the price trend to be upward 
in the coming five years; only nine 
per cent expect a decline. 

The new survey shows that most 
consumers are satisfied with their 
financial situation and are confident 
about the future. Three fourths of 
the American people, judging from 
the sample, expect good times in 
1957. 

Here are other key findings of 
the new survey, based on late-1956 
interviews with 1,375 selected con- 
sumers across the nation: 
> Plans to buy new cars have in- 
creased substantially over survey 
findings in 1956, although they re- 
main below the peak reached in the 
fall of 1954. 
> Plans to buy used cars have risen 
sharply. 
> Plans to buy new homes also have 
risen significantly, although there 
are indications that some of the 
eager, potential home buyers were 
unaware of the tight money situa- 
tion when they were interviewed. 
> The new survey shows that incli- 
nations to buy are most buoyant 
among middle and upper income 
groups, while the inclinations to buy 
in groups with incomes under $3,- 
000 have deteriorated somewhat. It 
is noted, however, that the lower in- 
come group has been steadily de- 
creasing in size. 
> About 60 per cent of the people 
with incomes of more than $3,000 
say that persons like themselves 
have no financial worries these days. 
>» As to general expectations about 
business conditions, here, too, con- 
tinued optimism is recorded. END 
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lOO New Factory Workers 
Can Cause Quite a Stir 





Just about everybody in town feels the impact of business 
expansion. It brings new workers to town, and whether 
they arrive because the community has grown from within 
or because new industry has moved into the area makes no 
difference. 


For example, here’s what happens when only 100 new 
workers settle in the community: Car registrations rise by 
107. Fifty-one new children enter the schools. Room has 
to be found for 112 new households. Four more retail 
establishments are required to take care of their shopping 
needs. Bank deposits increase by $270,000. And these new 
workers pump almost a thousand extra dollars every day 
into your community’s retail sales. 


Business expansion is only one of a hundred projects your 
Chamber can work on. Slum clearance, school improve- 
ment, labor-management relations—it works on anything 
that makes your community a better place to live in and 
work in. And as the community prospers, so do you. So 
join your Chamber of Commerce. Support it and work for 
it. In the long run, you’re the man that gets the benefit. 


Pete Fog ress 


Speaking for 
your Chamber of Commerce 








ben = institu. both wardrobe racks and lock- 
tional wardrobe ers. Sanitary—keeps wraps 
equipment and ’ aired, dry and “in press’. 
checkrooms Improves employee morale and 
i reduces absenteeism. Provides 

® each person with: a dry 12” x 

VALET RACKS 12” x 15” lock box for lunches 


* space. Also shelf for overshoes. 
—— 9-ft. unit accommodates 18; 


where. 


60 VOGEL-PETERSON CO. 


1121 West 37th Street ¢ Chicago 9, U.S.A. 


cone the best ockercite of 


and personal effects, spaced 
bear og coat hanger and ventilated hat 


6-ft. unit 12. Sold by leading 
office furniture dealers every- 








JOB - TENSION 
Hidden Cause of 


These Diseases? 


Authorities often trace torturing gas- 
tro-intestinal ailments including co- 
litis, constipation, even hemorrhoids to 
the nerve-racking “high-tension” pace 
at which we live. They say, too, that 
these ailments make tension worse — 
trapping their victims in a vicious 
circle. Write today and learn how a 
world-famous clinic, with complete re- 
sources, helps patients break this “vi- 
cious cycle’—using methods refined by 
experience of over 56 years and over 
82,000 cases. Address McCleary Clinic 
and Hospital, 262 Elms Blvd., Excel- 
sior Springs 6, Mo. 





WILL YOU SMOKE MY | i 
NEW KIND OF PIPE fig 
30 DAYS AT MY RISK? 


All | want is your name—so I can 
tell you why Ill send you my pipe 
without a cent of risk on your part 


Send me your name today. A postal card will do. I’ll send 
absolutely free complete trial offer so you can decide 
whether or not my friends are right when they say the 


Carey Pipe is the greatest smoking invention ever pat- 


ented. As one pipe smoker to another, I'll | Seg sg 


the surprise of your life, free. Write today! E. A. 


1920 Sunnyside Ave., Dept. 9-B, Chicago 40, Mlinois. 









with this CURMANCO 
LETTER SORTER 


Saves fime ee 
Clears your desk. Handle: 
Sorts, *Classifies. 





prepaid in U. 


Clear your desk for action 


Invites action 


es! andles, 
Distributes 
Work. ioctrteatly wenced in one 


live 
tier size $7 50° Yok al size $9 % 30 
-0.B. Foser- Two or more 


CURRIER MFG. CO. St. Paul 8, Minn. 








ELECTRONIC COMPUTERS 
Learn to apply business problems to elec- 
tronic data processing machines. Write for 
Free Brochure describing the correspond- 
ence course ‘PROGRAMMING FOR 
BUSINESS COMPUTERS”. 

BUSINESS ELECTRONICS INC., Ed. Dept. 
420 Market Street, San Francisco 11, California 
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Engineer Barney Hitchcock removes telephone housings from mold press for inspection. 


Cost Reduction Engineering and Your Telephone 


Barney Hitchcock as an engineer at Western 
Electric for the past 20 years has had many 
important assignments . . . on production engi- 


neering, time and motion study, cost reduction. 


That latter objective—cost reduction—is par- 
ticularly meaningful to you and the people in 
your community. For through it, Barney and 
hundreds of other Western engineers like him 
concentrate time and efforts on finding ways to 
make Bell telephone equipment at lower cost. 


Just what effect does this have in your town? 
Simply this. Because we are a part of the Bell 
System — its manufacturing and supply unit — 
savings we make in our operations are reflected 
in the cost of furnishing telephone service. Such 
savings help keep down the cost of equipment 
your Bell telephone company buys from us. 


It’s one more reason why the cost of your local 
Bell telephone service has gone up so much less 
than most other things you buy. 








MANUFACTURING AND SUPPLY 


UNIT OF THE BELL SYSTEM. 











simple truth 





. ANY community or any state can, in these, the most 
prosperous times in our history, educate its own chil- 
dren, if it wants to, without federal intervention. 


tight money 


is a bargain 





WE ARE modernizing a standard plot of melodrama. 

This plot, as previously played, was built around 
the poor but honest hero’s struggle to pay off the 
mortgage on the old homestead. It’s appeal was as- 
sured because everyone agreed that a man who had 
to borrow money was at the mercy of the wicked 
money-lenders. This greatly simplified the drama- 
tist’s problem of character building. 

The modern version is more complex. It introduces 
a new villain, the Federal Reserve Board, whose das- 
tardy is that, by making money expensive, it prevents 
the hero from mortgaging the old homestead in the 
first place. 

Properly presented, this new plot is just as tear- 
jerking as the old one. 

This shows that we are an adaptable people. It also 
shows that we prefer a good sob story to fiscal facts. 

This preference permits us to mourn because money 
is hard to borrow instead of rejoicing because prices 
of everything else we need have remained compara- 
tively stable. 

The same policy is responsible for both phenomena. 
What it did was to restrain the creation of new bank 
credit. This reduced the amount of lendable funds 
and interest rates rose to reflect the scarcity. 

The rising interest rate made it less easy to use 


NATION’S 


BUSINESS 


borrowed money to bid inflated prices for steel, glass, 
cement and other materials in limited supply. This 
reduced the amount of materials sold hardly any— 
though it did reduce the number of dollars paid for 
them and the products they went into. 

This caused complaints of “tight money.” Tight 
money sounds awful. So it was easy to criticize the 
policy and the Federal Reserve Board which promul- 
gated it. The Board was even condemned as the tool 
of a Big Business Administration, an effective but 
inaccurate indictment since the Board is a nonpolitical 
agency and the Administration was among its critics. 

The term “tight money” was only a little less in- 
accurate. Actually borrowing and lending reached 
new peaks in the past year. Debt rose by about $50 
billion. At the same time, gross national product in- 
creased by $17 billion and national income by nearly 
as much. New construction reached an all-time peak 
of $44 billion. 

Average hourly earnings in manufacturing passed 
$2 for the first time in history and we had virtually full 
employment for the whole year. 

We had, in short, economic growth, high employ- 
ment and stability. 

If the price of these things was so-called tight 
money—we got a bargain. 


unions shouldn't 


HERE’S an argument some union spokesmen are 
using to promote closed shop contracts and to sup- 
port their opposition to state right-to-work laws: 

A union is like a government in that it provides 
benefits for all its constituents. Therefore, all workers 
should pay their taxes. 

Here’s an answer to that argument: 

A union is not a government. More and more unions 
are becoming political organizations, but that doesn’t 
make them governments. Many of their members are 
captured through closed shop contracts and have to 
pay for political campaigning whether or not they 
believe in the policies or candidates chosen by union 
leaders in their many marble palaces in Washington. 
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Piggott Motors in Rock Island, Illinois 





Pittsburgh branch of Davey Tree Expert Co. 


The building you've always wanted 
but couldnt afford untile.- 


... Butler mass-produced the essentials of the 
building itself —a rigid steel frame and a life- 
time metal roof so perfectly designed and manu- 
factured that assembly is only a bolting job. It 
is erected in days and forms a strong, low-cost 
base on which you can construct the balance of 
your building. 

Since the frame supports the roof, walls 
needn’t be bulky and costly. They can be slim, 
attractive curtain walls that go up quickly and 
economically. The frame provides post-free in- 
teriors with unobstructed widths up to 100 feet. 





Keep this spacious area intact or divide it with 
low-cost partitions according to your needs. 
Architectural opportunities are virtually un- 
limited. Although all the buildings pictured 
above are constructed around Butler rigid 
frames, each is distinctively different. And they 
represent the lowest cost way to build well. 


Get all the facts from your Butler Builder 
listed under “Buildings” in the yellow pages of 
your telephone directory. Ask to see the new 
sound-slide film, “Distinctive, modern buildings 
... born on the production line.” Or write direct. 


BUTLER MANUFACTURING COMPANY 


a 


766, pagywe” 


7456 East 13th Street, Kansas City 26, Missouri 


Manufacturers of Buildings * Oil Equipment » Farm Equipment + Dry Cleaners Equipment * Outdoor Advertising Equipment * Custom Fabrication 
Sales offices in Los Angeles, Richmond, Calif. * Houston, Tex. * Birmingham, Ala. * Atlanta, Ga. * Minneapolis, Minn. * Chicago, Ill. * Detroit, Mich. * Cleveland, Ohio 


New Yerk City and Syracuse, N.Y. * Washington, D.C. © Burlington, Ontario, Canada 











For the man of Ambition as well as the man of Position 
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The IBM “Executive” Electric... 


the one and only typewriter with “proportional spacing” 
to give you the world’s most distinguished letters! 





The IBM “Executive” Electric is the only 
choice for every man who wants his letters to Other typewriters 
cram all letters 
into the same 
the “Executive” gives you “proportional space, like this— 


build personal and company prestige. Only 





spacing” to make your letters stand out from 
all others. Your IBM representative will be 





e P . . . . 
glad to prepare a sample of this distinctive Oil “peteesitonal 
typing on your own letterhead. Call him about spacing” allows 
| each letter its own 


the “Executive”. . . the finest model in Amer- 
natural space— 








ica’s favorite line of electric typewriters. 








ELECTRIC —OUTSELL ALL OTHER 
TYPEWRITERS ELECTRICS COMBINED! 








Available in 7 handsome colors ELECTRIC TYPEWRITERS @© DATA PROCESSING e@ TIME EQUIPMENT e@ MILITARY PRODUCTS 








Or ain 





